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whom it identifies. It is the sign 
of those agents whose knowl- 

UNDERWOOD & UNDERWOOD edge and experience equip them 
not only to supply you with the 
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Thousands of these agents in towns and cities from coast to 
coast represent The Commercial Union Group, one of the 
leading insurance organizations in the world, writers of all 
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Utility’s Tribute to Banks 


“We thought you might be inter- 
ested in the enclosed advertisement 
which recently appeared in about 
150 weekly and daily newspapers 
throughout the Otter Tail Power 
Company service area. 

(The advertisement read in part: “Your 
local banker is . . . the man you turn to 
for future security, through the savings 
you place in his institution. In turn, your 
banker depends upon the area he serves 
for the money needed to carry on his busi- 
ness... The Otter Tail Power Company, 
in a similar way, depends upon the area 
it serves.” —Ed. ) 

“This is our way of paying trib- 
ute to the banking profession na- 
tionally, and to the hundreds of bank- 
ers and banking institutions who 
have done so much to help develop 
the agricultural, commercial and in- 
dustrial growth of our area. 

“It’s one of a series of ads in 
which we recognize various phases 
of business and professional life in 
North Dakota, South Dakota and 
Minnesota.” 

ALBERT V. HARTL 


Executive Vice President, Otter Tail 
Power Company, Fergus Falls, 
Minnesota 


Keeps Readers Informed 


“We have long enjoyed reading 
your magazine. The many items and 
articles explaining the business 
trends have kept the company’s read- 
ers well informed. 

“We have a special interest in the 
article on the elimination of monthly 
statements, which appeared in your 
July publication. For this reason, we 
shall appreciate your sending us sev- 
en copies of Volume 60—#7 July 
issue.” 

H. A. MosMan 
Credit Department, Blake, Moffitt 
& Towne, San Francisco, Calif. 


Conference Stimulating 


“Il found the conference (36th 
Annual Northwest Conference of 
Credit Executives at Vancouver, 
B.C.) both interesting and stimulat- 
ing, and I must say that everything 
was done to make it the success it 
undoubtedly was.” 

STELLA GARDNER 


Credit Manager, A. Kimball Ltd., 


Toronto, Ont., Canada 












Your 
customer 
eT 
now... 


When you ship, title passes, 
and your credit risk begins 


At the time of shipping, you create an account receivable... and 
unless you have credit insurance . . . your insurance protection 
ceases. You lose control of the asset because title of the merchan- 
dise has passed. It is sound to insure your product while you own 
it . . . it is equally sound to insure it when your customer owns it 
...and owes you for it. Aggressive executives, through American 
Credit Insurance, continue protection of their working capital 
and profits invested in receivables. It is an important tool for 
constructive credit management. Our booklet on the many ways 
credit insurance contributes to financial security and sales progress 
should interest you. Write AMERICAN CREDIT INDEMNITY Co. of 
New York, Dept.47 , 300 St. Paul Place, Baltimore 2, Maryland. 


Protect your capital and profit 
invested in accounts receivable 


with American 
Credit Insurance 


ANY ACCOUNT...NO MATTER HOW GOOD...IS BETTER WITH ACI 
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HENRY H. HEIMANN 


Sept. 26, 1891 


Sept. 12, 1958 


HENRY H. HEIMANN, executive vice president of the National Association of Credit Man- 
agement, died of a heart attack September 12th at Winnipeg, Man., immediately after he had 
delivered the keynote address at the North Central Credit Conference. Attending were credit 
executives of Minnesota, North Dakota and Winnipeg. The Manitoba Division of The Canadian 
Credit Men’s Trust Association, Ltd., was host. Mr. Heimann had just left the meeting room 
when he collapsed. 


Mr. Heimann, one of the nation’s leading eco- 
nomists, was born in Aviston, IIl., Sept. 26, 1891. 
He first served the National Association as a direc- 
tor, then as central division vice president, was 
elected president in 1931, executive manager later 
that year, and in 1950 executive vice president. 

Educated at St. Mary’s College in St. Mary’s, 
Kans., and St. Louis University in business and 
accounting, he returned to St. Louis University to 
study law, was graduated in 1914 and licensed to 
practice in Missouri and the Federal Courts. He 
entered business in the accounting field and was 
successively auditor, credit manager, treasurer and 
vice president of The Kawneer Company, Niles, 
Mich. 

The Federal government called him to business 
management service in various posts. In 1934 he 
was chairman of the United States Shipping Board. 


S CREDIT AND FINANCIAL MANAGEMENT, October, 1958 


He served on the committee which formed the 
N. R. A. He was a charter member of the Business 
Advisory and Planning Council of the Department 
of Commerce. He was a Captain in the Navy. 

Mr. Heimann’s Monthly Business Review of 
more than 50,000 circulation was quoted by over 
275 newspapers and magazines. He wrote hun- 
dreds of articles for national publications. His 
editorials on this page were frequently reprinted. 
Special honors were paid him at the 60th Annual 
Credit Congress, in Cincinnati, for his long service 
to the credit profession. 

Mr. Heimann is survived by his wife, Mrs. 
Florentine C. Heimann, 1219 Cedar Ave., Niles, 
Mich.; a daughter, Mrs. Kenneth Hamburger. 
Effingham, III.; a sister, Miss Martha M. Heimann, 
Clayton, Mo.; and two grandchildren, Richard M. 
and Heather Ann. 





THE OCTOBER COVER 
HAT PRICE GOODWILL? When 


every endeavor of the credit execu- 
tive to transform an account into a dis- 
counting customer is thwarted by the 
latter's persistent pessimism and_ unortho- 
dox business procedures, the efforts may 
seem to have been wasted. 


Quite the contrary. In the case pre- 
sented on page 14, two facts stand out. 
The goodwill of the jobber was preserved, 
and even though he is on a C.O.D. basis 
he continues to buy from the supplier 
despite the fact a half dozen others are 
standing by, ready and eager to take over 
his orders, 


Alvin H. Tanner, secretary and assistant 
treasurer of Hart’s Automotive Parts Com- 
pany, Chattanooga, tells us all about it. 
Mr. Tanner is shown at the right in the 


cover picture, with W. Russell Johnson 
(center), vice president and general man- 
ager, and Lee A. Elkins, in charge of 
purchasing and counter sales. 


Mr. Johnson, 51, had joined Hart’s in 
1927 as a delivery boy, from Chattanooga 
Gas Co. He served in almost every execu- 
live post in the organization, from pur- 
chasing agent to credit manager before 
becoming vice president and general man- 
ager 18 years ago. He has also been sales 
manager the last six years. 


Mr. Johnson channels most of his com- 
munity activities through the Rotary Club 
and his church. He is a director of the 
Automotive Wholesalers Association of 
Tennessee. 


Mr. Elkins, 38, was with Southern Bell 
Telephone & Telegraph Company and did 
his stint in the Army before becoming 
associated with Hart’s in 1945 as a ship- 
ping clerk. After periods as warehouse, 
traffic and store manager he was promoted 
lo purchasing agent in 1951. He also has 
charge of counter sales. Mr. Elkins is sec- 
'etary-treasurer of the Purchasing Agents 
Association of Chattanooga and is active 
in church work. 


Mr. Tanner’s career is sketched on 
page 14, 
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Washington 


@ THE PRESIDENT’S SIGNING of a bankruptcy 
bill to permit post-petition filing of a Plan of 
Arrangement under Chapter XI of the Bank- 
ruptcy Act culminated several years of effort by 
the National Association of Credit Manage- 
ment, the National Bankruptcy Conference and 
other organizations to bring about this and 
other improvements in Chapter XI provisions. 
The new law permits a delay in filing the Plan 
of Arrangement of up to 40 days where previous- 
ly such a Plan had to be filed simultaneously 
with the petition. Among other provisions the 
new law permits modification of a Plan, where 
necessary, after it has been confirmed; author- 
izes allowances to attorneys, accountants and 
agents of the Creditors’ Committee; and pro- 
vides for the adjudication of a debtor on con- 
sent without need for a hearing. 

Another Bankruptcy Act amendment to pass 
in the recent Congress was one to permit the 
trustee in a railroad reorganization proceeding 
to provide needed improvements in railroad fa- 
cilities prior to confirmation of the reorganiza- 
tion plan. 


Two Others Stalled in Senate 


Two other bankruptcy bills passed the House 
but reached the Senate too late for final action. 
One was the NACM-backed bill to limit the 
priorities of unsecured tax claims in bankruptcy 
(see page 39). The other was a bill sponsored 
by the Administrative Office of United States 
Courts to liberalize wage earner plans under 
Chapter XIII of the Act by making them avail- 
able to more individual debtors through removal 
of the $5,000-a-year income limitation. 

Budget reform legislation was adopted in line 
with Hoover Commission recommendation to 
permit closer Congressional surveillance of Fed- 
eral agency expenditures. Over the past several 
years it had the strong backing of NACM and 
other business organizations. The new law re- 
quires Federal agencies and departments to 
adopt budgeting procedures on an annual ac- 
crued expenditure basis in accordance with gen- 
erally accepted accounting practices in private 
business. Under this law Federal agencies are 
required to inform Congress as to what unused 
funds they still have from earlier appropriations 
whenever new appropriation requests are made. 


Public Debt Ceiling Now $283 Billions 


The U.S. public debt ceiling was brought to a 
permanent maximum of $283 billions from the 
previous limit of $275 billions. The temporary 
ceiling was increased to $288 billions from the 
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previous $280 billions with a cut-off date of 
June 30, 1959. 

The Technical Tax Amendments Act intended 
to eliminate certain loopholes and unintended 
benefits in the Internal Revenue Act of 1954 
passed Congress with the inclusion of provisions 
designed to give some measure of tax relief to 
small business. The new law contains provisions 
for a three-year net loss carryback, accelerated 
depreciation for certain amounts of new and 
used property in the year of acquisition, a $100,. 
000 accumulated earnings ceiling, without an 
accumulated earnings tax, replacing the present 
$60,000 ceiling, full tax deduction for losses on 
small business stock, 10-year instalment pay- 
ments of estate taxes on the assets of closely 
held small businesses and full deductions for 
business bad debts. 

Another provision of the Act makes it clear 
that the Federal Government may make an im- 
mediate assessment for any deficiencies in bank- 
ruptcy or receivership proceedings where the 
Bankruptcy Act does not require immediate ap- 
proval of the petition. 


Excise Tax Revision Passes 


Another tax measure to pass was the compre: 
hensive Excise Tax Revision Bill. It is the first 
over-all revision of general excise tax provisions 
since 1932 and makes numerous changes in all 
of the classes of excise taxes, completely re- 
writing the provisions relating to documentary 
stamps, communications and refunds and credit. 
The new excise tax law also codifies Internal 
Revenue rulings on instalment accounts by re- 
tailers or manufacturers when those accounts 
include items subject to excise tax. These changes 
will become effective January 1, 1959. 

The new labor pension and welfare funds 
legislation requires disclosure of the financial 
operations of such plans. The administrator of 
such plans must file data with the Secretary of 
Labor and is required to file annual reports for 
public inspection. The new law applies not only 
to union operated plans but to those operated 
solely by employers or jointly by employers 
and unions. 


Social Security Tax Rates Rise 
The new Social Security Tax law will increase 
such taxes by $1.1 billions next year when the 
tax rate will go up from 244% to 214% each on 
employees and employers. The tax is to be col: 
lected on $4,800 of annual income instead of 
(Concluded on page 32) 





You can walk away with additional Sales 


with American Express Field Warehouse Receipts! 


Credit and sales executives alike cheer the American Express system of secured dis- 
tribution . . . and why? Because it makes a more complete line of your products readily 
available at point of sale—right on your distributor's premises— without increasing credit risk. 


Mail coupon today for free booklet. 


AMERICAN EXPRESS 
FIELD WAREHOUSING CORPORATION 
65 Broadway, New York 6, N. Y. 


Please send free booklet explaining the American Express system of 
secured distribution to: 


AMERICAN EXPRESS 
FIELD WAREHOUSE 
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FIRM NAME 

ADDRESS 
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Analysis 


Hidden Exposures Uprooted 


By Comprehensive Coverage 


JosErH E. BusHEr, Controller, The Lukko Sales 
Corporation, Chicago, Illinois 


RE you getting up-to-date insurance contracts and 
the most for your insurance dollar? It is so easy to 
dispose of insurance problems by accepting recom- 
mended policies, paying premiums 
and lulling oneself into a feeling of 
security, that it was a revelation when 
we were asked, “Is your door really 
closed?” closed to hidden ex- 

posures ? 

What we learned when we really 
put our teeth into the problem will 
be of interest to companies in all 

. branches of industry, for the many 

J. £ BUSHER facets of today’s insurance coverage 
offer streamlined methods of comprehensive protection 
that provide greater economies and stronger safeguards 
than were possible under older forms. 

Our company has expanded rapidly in recent years 
and, like Topsy, its systems procedures, departmental 
books of original entry and the insurance portfolio 
“just growed” as the need arose. It became apparent to 
management that an overhauling was in order. The 
transition could not be abrupt and daily business had 
to be kept current. Accordingly, systems and procedure 
were modernized, useless records eliminated: and con- 
trols instituted to supply management with current fig- 
ures and projections. 

With all these changes going on, the insurance pro- 
gram was given only an infrequent and cursory review. 
When we received notice last year that the Chicago As- 
sociation of Credit Men was conducting an Insurance 
Workshop Seminar we immediately saw that this was 
the answer to our problem, for through the Association 
it offered us the opportunity to have our complete in- 
surance portfolio reviewed by impartial leading insur- 
ance men recognized in their industry. We found our 
door was really open. At this meeting we were made 
fully cognizant of our exposure to loss, and we learned 
about blanket and comprehensive type policies available 
to our industry, and how safety and fire protection, as 
well as rate engineering, could reduce our premium cost 
while providing us the proper protection. 


What the Seminar Revealed 


Disclosed at the Insurance Workshop Seminar were 
the following: 

The absence of business interruption coverage which 
would reimburse us for extra expense to continue op- 
erations elsewhere. 

Lack of adequate property damage liability limits for 
both automobile and general liability. 

Since we (the corporation) purchase building insur- 
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of Hazards =: 


ance for the owners, we were advised to include ou, in. 
terest in order to eliminate any subrogation rights ag: inst 
us as tenants. 

As we have salesmen in several states, an all--tate 
indorsement under the Workmen’s Compensation Pvlicy 
was recommended. 

It was pointed out that through the packaging o! in- 
surance we would be able to combine many policies into 
one contract and secure broader and more comprehen- 
sive protection, with a possible overall premium reduc. 
tion. 

It was suggested that we explore the cost of com. 
prehensive dishonesty protection to replace the money- 
and-securities policy that we had at that time. 

Boiler and machinery, products liability, accounts re- 
ceivable and credit insurance were among some of the 
forms of insurance suggested at the Seminar to be ex- 
plored for possible protection from loss in our operation. 

The wisdom of completely insuring fully depreciated 
rolling stock was also weighed carefully. 


Brokerage Company Consulted 


Following the Seminar and at our legal counsel’s and 
auditing firm’s suggestions, we brought in a nationwide 
insurance brokerage concern that was familiar with our 
type of operation. As we later learned, it handles the 
insurance for many manufacturers whose products we 
sold. 

The first step we took was to purchase use and oc- 
cupancy coverage, which took care of our extra ex- 
pense exposure, normal profits expected, and continu- 
ing expense including our trucking contract if we were 
closed down. In our program we obtained the package 
type of policy recommended at the Seminar. This gave 
us virtually all risk coverage on merchandise, furniture, 
fixtures and equipment while on our premises and else- 
where. This eliminated six policies for us and instead of 
reporting to our insurance company on a monthly basis, 
we now report quarterly. Using this report of values and 
some additional information our business interruption 
coverage is now also reviewed quarterly. We have added 
host’s liquor liability and products liability insurance 
because of the nominal cost and possible exposure. 

We feel that now “our door is closed”, because we 
have examined our known exposures carefully with ex- 
pert insurance counsel. We feel that the door will never 
be open again, because of the constant vigilance of our 
insurance advisers and their capable staff. They keep 
us informed as to ever changing methods of protecting 
our assets. Our present program is tailored to our cur: 
rent needs. We now have more and better protection that 
is automatic, and additional forms of insurance, at a 
cost that is 15 per cent less than what we had been lured 
into thinking was adequate several years ago. 


JoserH E. BusHer joined The Lukko Sales Corporation in 
1955 as controller and is responsible for the financial 
management including insurance. Graduate of Notre 
Dame University (B.C.S.), he is a member of the Chicago 
Association of Credit Men: 





revention 


Your Construction Risks and 


Risks of Your Contractors 


J. J. Dorean, Treasurer, Continental Oil Com- 
pany, Houston, Texas 


OST companies use contractors for new construc- 

tion. The proper selection of contractors requires a 

thorough study of each contractor’s credit rating, finan- 

cial position, personal reputation, 

and reputation as a builder or op- 

erator. Since it is not always feasible 

for the owner to make such in- 

quiries, any plan which can transfer 

the burden of these investigations 

can be useful and profitable to the 

- owner company. Much can be ac- 

a ig hh complished by establishing insurance 

, and bond requirements which ef- 

fectively will place on insurance 

companies the responsibility for making such investiga- 
tions. 

Insurance is an important factor in major construction 
work, both because it indemnifies against losses result- 
ing from destruction of property or from injury to per- 
sons, and also because insurance carriers offer valuable 
engineering, safety and investigation services. The owner 
of a business, by establishing a comprehensive con- 
tractor’s insurance and bonding program, can protect his 
own financial position as well as the financial position 
of each of his contractors. An analysis of the hazards 
and circumstances encountered in general contract op- 
erations shows that several types of insurance and secu- 
rity are needed to protect both the owner and contractor. 
The basic types of insurance involved in such opera- 
tions are: 


J. J. DORGAN 


(1) Workmen’s Compensation Insurance. 

(2) Comprehensive General and Automobile Liability 
Insurance. 

(3) Builder’s Risk or All Risk Construction Insurance. 

(4) Performance and Payment Bonds. 


Under the workmen’s compensation laws of most states, 
the owner or general contractor is considered to be the 
employer of each of his contractors, subcontractors, and 
their employees, unless these contractors and subcon- 
tractors have made proper filings as employers. In order 
for the owner to protect his own workmen’s compensa- 
tion experience and also make certain that his job is 
not penalized with extra costs, he should require all 
of his contractors and subcontractors to file as em- 
plovers under the workmen’s compensation law of the 
state in which their work is to be done. He should also 
require them to furnish satisfactory evidence that they 
ha\e purchased insurance to cover the liability to their 
employees. 


A contractor may perform work in a state or states 
other than his home state, using employees who reside 


o f 


in his home state. Under these circumstances it is advis- 
able for the owner to require the contractor to make 
proper filing as an employer under the workmen’s com- 
pensation law of each of the states in which he operates. 
This suggestion is made because even though the con- 
tractor’s home state may have extra-territorial provi- 
sions under its workmen’s compensation law, his filing 
as an employer in that state would not qualify him as 
an employer in any other states. 

Frequently the owner is not in a position to supervise 
the contractor closely, to see that he operates safely 
and employs standard safety measures and equipment. 
It becomes expedient then for the owner to specify in 
his contract that the contractor must protect and in- 
demnify the owner against financial losses due to ac- 
cidents which arise out of the contractor’s operations. 
Again the word indemnity appears. It is a basic insur- 
ance term which looks to the fulfillment of contractual 
obligations. 


Losses 


Should Carry Adequate Insurance 


In order to make certain that the contractor is finan- 
cially able to fulfill his obligations, the owner should 
require him to carry adequate comprehensive general 
liability and automobile liability insurance to cover both 
bodily injury and property damage. This insurance 
should include contractual liability coverage to cover 
the contractor’s liability to the owner under the indem- 
nity clause of the contract. The limits of liability in- 
surance to be carried may be determined for each in- 
dividual job with larger limits per accident being 
required for work in the more congested areas. If the 
owner is not staffed to investigate and specify require- 
ments for each individual job, then he should establish 
standard requirements for all jobs regardless of the 
type and location. The current trend of the courts in 
rendering high amounts dictates correspondingly higher 
limits under an insurance program. 

The interest of both the owner and the contractor 
requires that full insurance to value should be carried 
on the physical property involved in the project under a 
broad form of builder’s risk or all risk policy. This 
places behind the contract the support and protection of 
insurance against a wide variety of hazards. The broader 
all-risk type of coverage is recommended because in 
addition to the normal fire and extended coverage 
hazards it will protect against loss by theft, breakage 
of glass, transportation hazards, vandalism, malicious 
mischief, collapse, flood, earthquake, and other hazards. 


Owner’s All-Risk Coverage 


If a company is doing a considerable amount of con- 
struction work on projects such as service stations and 
bulk plants using contractors whose operations are not 
large enough to warrant the purchase of blanket all 
risk insurance, there is considerable advantage to be 
gained by the owner in the purchase of his own blanket 
all-risk construction coverage. It makes certain that all 
of his projects are covered by insurance, the higher 

(Concluded on page 13) 
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ANALYSIS OF HAZARDS: 





A Practical Application of 


Credit Insurance Reviewed 


By a Policyholder* 


URING World War II our company experienced 

very few credit and collection problems. Food prod- 
ucts we-e scarce and retailers, as an inducement to their 
suppliers to fill their requirements as nearly as possible, 
retired their obligations more promptly than we had 
ever experienced. Weak credit risk accounts were easily 
persuaded to pay cash on delivery. The obvious results 
were extremely low credit losses. It wasn’t unusual in 
one of the war years to recover more from the previous 
year’s losses than was written-off during the current 
year. In a way we were living in a credit managers’ 
“dream world.” 

Shortly after mid-1945 this dream rapidly began to 
dissolve! 

It was obvious to us, in 1946 and 1947, that our credit 
losses were following the accelerated pattern of national 
failures. Failures pyramided in 1946 and again in 1947. 
Competitive conditions prevented us from holding the 
tight rein on credit that had prevailed during the war 
years, so our credit losses increased at an alarming rate. 


Search for Solution Begins 


We began to search for the answer to this problem. 
We must remain reasonably competitive, but any gestures 
of generosity beyond a competitive situation had to be 
halted and controlled. With approximately 40 branch 
offices in California, as well as offices in Chicago, New 
York, Dallas, Atlanta and Ft. Worth, each of which 
carried the responsibility of extending credit, such con- 
trol didn’t appear too easy. Eventually we did find a 
way. 

When we first considered credit insurance we never 
thought of it as a control of credit extension at our 
branch offices. Our first thought was that we would 
apply for insurance coverage on some of our larger ac- 
counts. In fact, it never occurred to us that blanket cover- 
age on all our accounts could be obtained. Even after 
we did learn that this could be obtained, we felt the 
cost would be prohibitive. 

Our first contact with a representative of American 
Credit Indemnity Company of New York was about 
July, 1947. We had to start from scratch, as we knew 
nothing about the subject. At first it seemed extremely 
complicated. The agent used the terms Primary Loss, 
Co-Insurance, Limited-Extraordinary Coverage, Increased 
Coverage, Tables of Ratings and Coverage, Optional 
Filing, and many others that at first meant nothing to us. 

However, he mentioned one other thing that caught 
our attention. That was the word “Riders.” He explained 
that riders could be attached to a policy to cover prac- 
tically any situation that might arise. In other words, 
riders could be provided to pattern any policy to the 


Name of author and company available on request. 
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needs of the policyholder. Before we had completed 
negotiations for our first policy, more than a dozen 
riders were prepared and became part of that policy, 

A limited-extraordinary coverage rider provided ys 
with coverage up to $10,000 on any account on our 
books (except those we specifically asked be exclud:d), 
with an aggregate of $70,000. By application to the 
insurance company on specific individual accounts, this 
rider provided as much as $100,000 coverage on one 
certain account with a minimum of $10,000 on any 
account. With the specifics we applied for, our aggrezate 
under this rider increased to $170,000. All of this cover. 
age applied to accounts with inferior ratings. Our iotal 
coverage, including first and second rated accounts, ex- 


ceeded $200,000. 


Another rider permitted us to exclude from coverage 
any account that we felt required no coverage. As a result 
of this rider we excluded sa'es to governmental agencies, 
nationally known concerns with AAAI ratings, and certain 
well established local concerns, This resulted in a_ sub. 
stantial reduction in premium. Another rider gave us 
coverage on title-retention sales; another covered labor 
and service. 


It took us exactly one year to come up with a policy 
that precisely fit both our operations and our budget. 

Our first policy went into effect July 1, 1948 and 
has been renewed on its anniversary date every year 
since. Ten years of credit insurance have given us the 
desired result of leveling off bad debt losses at a reason- 
able rate. Prior to World War II the ratio of our bad 
debt losses to charge sales was as high as .0029. They 
dropped to practically nil during the war, then rapidly 
increased to .0014 by 1947. With credit insurance they 
immediately dropped to .0004 in 1948; were .0003 in 
1949; .0002 in 1950 and have never exceeded .0006 
since. More than $1.5 millions in claims have been filed 
in this ten year period, with a net recovery of 89.7 
per cent. 


Little Change in Basic Credit 


In gaining control of our company’s accounts through 
credit insurance, very little change in our basic credit 
policy was made. We retained our original monetary 
and time limits. Maximum terms in the food industry 
have long been monthly. Depending upon the financial 
strength of the debtor these terms are scaled down to as 
low as one invoice. Our credit files are fortified with 
mercantile reports, Credit Interchange data, original ap- 
plications signed by the customer and as much other 
information as can be practicably obtained. 

If we employed trained creditmen at each branch, it 
would be routine to proceed from there. However, we 
don’t, and so much of the credit follow-up is left to 
branch managers and salesmen. These people can be 
trained to enforce monetary and time limits, but quite 
often, unless they receive constant reminders, they do 
very little about the past due bill owed by the customer 
whose credit has been temporarily (or permanently) 
curtailed. The result all too often is that these accounts 
become older and older (we say colder and colder) and 
with each passing month they become less collectible. 

One of the provisions of a credit insurance policy is 
that the policyholder has the option of filing claims on 

(Concluded on page 13) 
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PREVENTION OF LOSSES 


Insurance on a Global Basis 
Has Problems All Tits Own 


J. W. QuicLey, Assistant to the Treasurer, Freepori 
Sulphur Company, New York, N. Y. 


T HAS often been said of one of the products of the 
company with which I am associated—sulphur—that 
there is hardly any item you will run across in every- 

day life in which sulphur has not been 
used in one form or another: this 
paper; your clothing and food; the 
steel, rubber, paint, and gasoline of 
your car; medicines to keep you 
young and beauty creams to make 
you look it. And one of the phases 
of our business with which | am con- 
cerned—insurance—is an_ equally 
ever-present part of everyday life: 
your business assets, your employees, 
the legal liability of your operations. as well as your 
home, your car, your health, and even your life. 


J. W. QUIGLEY 


There are textbooks on insurance and_ well-written 
articles on the academic aspects of insurance management 
which you can read for a more technical background, 
but in this article I am giving only a broad picture of 
corporate insurance as it weaves in and out of our 
operations. 


Insurances Is Protection Device 


Insurance is simply a device to protect against, re- 
duce, or eliminate loss to a company or an individual 
which may arise from many kinds of risk. Maybe Hamlet 
should have known about insurance when he was wish- 
ing for something to eliminate “the heartache and the 
thousand natural shocks that flesh is heir to”. For the 
purist, insurance in the technical sense does not elimi- 
nate but distributes loss. 

There is one thing wrong with my definition of insur- 
ance, “Simply a device’. Any readers aware of the various 
forms of coverage available in the ordinary fire insurance 
on their homes may not find insurance so “simple”. And 
who has not been through a session with the endurance 
champion, the life insurance salesman (or “estate plan- 
ner”), without being completely lost in the forms and 
plans, until even death becomes almost too complicated 
to face. 

Knowing what insurance is may be comforting but, as 
any householder knows, there are the problems of know- 
ing what risks you have; what risks to cover and what 
to bear alone; which type of any one form to buy, 
where to buy it, and what the contract says when you 
get it. Of course, there may be a loss, and then there 
are the questions: is it covered, who pays, how much, 
and when. 

Having struggled over your personal fire, automobile, 
and life insurance, you have a faint idea of what a 
corporate insurance manager’s job is like. Where you 
have one house, I have hundreds, plus schools, hotels, 
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hospitals, power plants, warehouses, office buildings. \ ou 
have two cars in your garage; I have cars, busses, 
trucks, tractors, draglines, fire engines, ambulances, :ail- 
road cars, land planes, seaplanes, helicopters. 

You have a 17’ Winner, with a 50 h.p. Johnso:; | 
have tugboats, barges, tankers, cruisers. You have ¥our 
20’ steel dock at your summer place; I have a dvzen 
docks, one alone loading 1,000 vessels a year, and some 
of those vessels go out and go under. One even went 
out and has never written home. You have a wife and 
two darling children; I have a few thousand husbands, 
wives and children. 


And Additional Differences 


Now that you know what insurance is and you are 
aware that a corporate insurance manager’s job is rough- 
ly what you do on an idle evening when you call your 
local insurance man to get your wife’s new mink jacket 
covered (except the insurance manager makes a full-time 
job out of it), there are a couple of other small differ. 
ences. The first is a matter of quantity, mobility, and 
complexity. 

Having bought your house and car and mink jacket, 
you can go back to watching TV until you buy another 
car. Unfortunately, business property is not as stable. 
We have at the moment in many states and foreign 
countries nine companies and numerous operations all 
subject to change without notice, and usually are doing 
so. We have people, cars, planes, boats, cargoes, coming 
and going ’round the clock. The best advice I got as 
a new insurance manager was to keep my hat on until | 
had read the morning’s mail. If something had gone 
wrong, perhaps I wouldn’t be staying. 

The second difference is that you have only yourself 
to please, while I have a thousand masters. Plant super- 
visors prefer insurance on everything so that, if a loss 
occurs, they are paid in full, thus not upsetting operating 
or capital budgets or running the risk of not having 
some pet project replaced. Top management might prefer 
not insuring some risks or taking large deductibles on 
losses; banks lending us money may prefer another pro- 
gram; contractors doing work for us have their ideas too; 
and Lord help you if your legal department has any 
suggestions. 


Personnel Insurance 


In the field of personnel insurance (life, hospital- 
medical, and the like) one not only has the college- 
trained personnel department, management, unions, 4 
few rugged individualists—and, it seems, almost every 
individual employee to satisfy—but one also becomes 
involved in the great battle of social insurance, in which 
it might be better to have no convictions, in order to 
keep your peace of mind. 

Before going into a more serious summary of our 
insurance operations, I would like to touch on one facet 
of the insurance business that most impressed me when 
I first went into it. That is the amount of good old: 
fashioned integrity and faith that can be involved in 
insurance transactions. Corporate insurance involves 4 
great many known and unknown risks, and many of the 
policies are often written in a very broad form, some: 
times on very short notice. An insurance manager should 
present as complete and accurate a picture of the risk 


(Continued on page 32) 
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accounts that are no more than three months past due. 
By so doing, the insurance company accepts them as 
though the debtor has become insolvent. A major change 
in our credit policy, at the time we took out our credit 
insurance policy, was that all insured accounts would be 
filed before they became three months past due. This had 
an electrifying effect on our branch personnel. They 
took a certain pride in collecting their accounts before 
fling date, and our old problem of long overdue ac- 
counts was almost entirely eliminated. 

However, there are extenuating circumstances that must 
be met specifically. If, for example, the salesman has a 
specific promise for the 10th, and the balance became 
three months past due on the Ist, we still would file, but 
would request the insurance company’s service depart- 
ment to withhold action until after the 10th. Thirty, 
sixty and ninety-day instalment arrangements are also 
worked out, but we first clear these with ACI. We have 
never had such a request denied. 


The Service Departments 


A word about the splendid service departments of the 
insurance company is also very much in order. As men- 
tioned above, 89.7 per cent of our claims has been 
recovered. When we consider that this includes bank- 
ruptcies and other insolvencies, this is a tremendous 
achievement. Nearly all of the credit goes to the service 
department. These people make few threats. They work 
very closely with the policyholder and do an excellent 
job of customer relations. 

Another service that deserves commendation is the 
service rendered by the adjuster. Shortly after the end 
of the policy year, and after the final claims have been 
filed, the adjuster visits our office, sits down with our 
credit manager and reviews our claims. If they are in 
order, and we have found very few not to be, he im- 
mediately issues a check to us for the insured portion of 
the losses. This is wheie one becomes familiar with the 
terms “primary loss” and “co-insurance”’. Based on past 
experience our primary loss (or Normal Loss) is quite 
low. This is deducted from claims filed (less co-insurance) 
before final settlement is made. Credit insurance is 
primarily intended to cover excess losses, not all losses. 
Obviously the premium on the latter would be prohibi- 
tive. 

Our company actively supports the National Associa- 
tion of Credit Management and is a member of the San 
Francisco Board of Trade. The credit insurance program 
inno way interferes with participation in these organiza- 
tions. Quite often a member of the service department 
attends creditors’ meetings, and in each case will go 
along with the decisions of the majority of creditors 
present. Where possible, we also attend these meetings, 
but in our absence we know that we are well represented. 

A final word should include the American’s agent. 
We are fortunate enough to have the same agent we 
started with ten years ago. It was he who worked with 
us for a full year drafting a policy that would fulfill 
our requirements. In subsequent years he has given us 
ser) ice in every way possible. We clear all policy matters 
through him and he is always present when the final 


adjustment is made each year. The first step toward the 
enactment of a credit insurance program should be to 
contact the local agent, bearing in mind that through the 
expeditious use of riders, a program to fit the company’s 
needs can be drafted. 


BEGUN ON PAGE 9 


J. J. DORGAN 


volume of coverage effects a considerable saving in pre- 
mium cost, and having coverage on all projects under 
one policy materially facilitates the settlement of losses. 

Many unforeseen circumstances, such as sudden 
changes in economic conditions and loss of the source 
of supply of materials, which are entirely beyond the 
control of the contractor, can severely affect the con- 
tractor’s financial position and make it impossible for 
him to complete his contract. As a further means of 
improving the contractor’s financial position the owner 
can require him to furnish a performance and payment 
bond which will serve as a guarantee to the owner that 
the job will be completed and that all bills for materials 
and labor will be paid. 


The requirement of a performance and payment bond 
does two important things for the owner. It eliminates 
from competition the contractor whose credit rating and 
financial position are too weak to be considered because 
he cannot obtain a bond, and it transfers from the owner 
to the surety company the task of investigating the con- 
tractor to determine just what his credit rating and financial 
position might be. 


If the owner is doing a considerable amount of con- 
tract work, an owner-controlled bonding program can 
be advantageous. Under such a program the owner 
requires that each contractor must furnish a bond 
through a source dictated by the owner and that all 
premiums are to be paid by the owner. This allows the 
owner to take advantage of volume and select a surety 
company which will write the bonds at a reduced rate 
in all locations where deviations are permitted. 

It also assures that all jobs will be bonded; it eliminates 
considerable delay in acquisition of each bond in that, 
so far as possible, all contractors are prequalified so that 
when the successful bidder is known, the bond can im- 
mediately be written; it establishes a procedure which 
simplifies the handling of claims: and frequently it 
helps in avoiding claims by stimulating a concerted 
effort among all concerned when a contractor is in diff- 
culty. 

By virtue of its indemnification principle—payment 
of a loss after it occurs—insurance has been a boon to 
credit and a stimulus to venture and progress over the 
years. Its proper application in operating and con- 
struction programs can protect credit ratings and finan- 
cial positions so that the owner of a segment of industry 
can be assured that his jobs will be completed, the bills 
will be paid, and that the final cost will stay within his 
allotted budget. 


Joun K. Dorcan, treasurer, Continental Oil Company, 
Houston, had joined the company in 1948 at Ponca City, 
Okla., transferred to Houston, and returned from war 
service in 1952 as assistant to the president. After periods 
in Denver and Casper, Wyo., he was promoted to director 
of credit and insurance last year. 
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By ALVIN H. TANNER 


Secretary and Assisiant Treasurer 
Hart’s Automotive Parts Company 
Chattanooga, Tennessee 


N OUR type of business, we are 

constantly faced with various prob- 

lems concerning our service sta- 
tion and garage accounts. Since our 
business is so competitive, we must 
sell a number of marginal accounts 
or pass up our share of the business. 

Our credit and sales departments 
have made it a policy for many years 
to advise and counsel with our mar- 
ginal accounts in order to he'p cs- 
tablish good volume customers and 
good paying customers. We feel that 
the program has been successful. Of 
course, we have lost some of these 
accounts along with some money, 
too, but the good customers we have 
helped more than compensate for 
our losses. Many procedures and 
devices of the trade have been used, 
from counseling these accounts reg- 
ularly at their association meetings 
to providing credit tools, such as 
notices and letters. We have our own 
printing department and have used 
it advantageously on several occa- 
sions. We have also been very suc- 
cessful with the instalment note plan 
on past due accounts. 

However, in this article I would 
like to discuss our experience with 
an account of a different nature. Be- 
ing distributors, we sell to other 
jobbers. These accounts are large 
volume buyers with a short margin 
of profit for our company, thus our 
greatest credit risks. We insist, there- 
fore, that these accounts discount 
their purchases, or we do not con- 
tinue to sell them. However, these 
accounts can have a month and 20 
days of purchases on the books be- 
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fore our cut-off date. This can amount 
to quite a bit of money for our op- 
eration. 

One account of this type who had 
been in business about 20 years 
wanted to buy from us after leav- 
ing a national warehouse organiza- 
tion which had been supplying his 
needs 100 per cent. His action in 
leaving that company seemed odd to 
us, but since his financial statement 
was fairly good and our sales de- 
partment report good, we decided to 
supply him. 

He discounted consistently for sev- 
eral months. Then came a month in 
which he did not pay an account of 
$2,500. We discussed the situation 
with the salesman who had called on 
him and we found that, among other 
things, he had bought too heavily. 
To help him out, we pulled his sur- 
plus stock and returned it for credit. 
We talked with him at length about 
his problems and offered what we 
considered sound suggestions to im- 
prove the operation of his business. 
(Since we operate several small stores 
quite successfully ourselves, we think 
that we have some “know-how” that 
can be helpful to others.) 


Pays Substantial Portion 


He was very receptive to our sug- 
gestions, but the salesman and I 
agreed, after we left, that while he was 
very congenial he was also one of the 
most pessimistic persons we ever had 
met, especially about business. He 
was anything but the “live wire” that 
a man must be to operate successfully 
in this highly competitive business. 
Worst of ail, this attitude apparently 
had spread to his employees. 

On the visit we also had made ar- 
rangements for the payment of his 
account, received a substantial por- 
tion at the time, and asked for an 
up-to-date financial statement. When 
we received the statement a few days 
later, we found it was not as good 
as the previous one, but it still in- 
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case is solved 


dicated no great cause for alarm, 
When his account was paid over a 
period of several weeks, we agreed 
to continue to supply his needs but 
on a replacement basis only. This was 
done in spite of a call by our sales 
manager, who confirmed our conclu- 
sion that the account’s attitude was 
decidedly pessimistic. 

Two or three months later, he 
again could not pay for his purchases. 
Another visit disclosed that he was 
slowly but steadily losing ground and 
that our suggestions were not being 
followed. Once again we tried to 
“fire him up” a little and received 
another promise that payment of 
the account would be forthcoming. 
This time, his promise was not ful- 
filled. After several letters and long 
distance phone calls, we had NACM 
collect the account for us. During 
this entire period, he continued to 
order from us on a C.O.D. basis. 


Pays One Order On Reordering 


A later financial statement dis- 
closed that the business was still go- 
ing downhill, and so we continued 
to sell him on only a C.O.D. basis. 
But, since we were shipping him five 
or six orders a month and the C.O.D. 
charges were eating into his profit, 
we decided to try him on an ar 
rangement to pay for one order at 


—— attending the Univer- 

sity of Chattanooga, Alvin H. 
Tanner worked for the Tennes- 
see Valley Authority and served 
three years in the Army before 
joining Hart’s Automotive Parts 
Company in 1946 as a book- 
keeper. 

Two years later he was named 
credit manager and accountant. 
In 1952 he added the duties of 
office manager. He was appoint- 
ed assistant secretary-treasurer 
in 1956, secretary and assistant 
treasurer this year. 

Mr. Tanner is a director of 


the Cherokee Unit, NACM. 
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Thi: worked fine for a month or two, 
yunti! our billing department got a 
litt: behind and an extra order 
slipped through the shipping depart- 
ment. Then we again had a collect- 
ing job to do, and we were forced 
to put him back on a C.O.D. basis. 

Today, all of us are wondering 
how he is staying in business, but 
evidently he is keeping his head 
above water for he is still a very 
good C.0.D. customer of ours. 

This case did not end as we would 
have liked. But we are justifiably 
proud that everything possible was 
tried and a difficult situation was 
handled in such a manner that we 
maintained the goodwill of our cus- 
tomer. That is evidenced by the fact 
that le ‘still is favoring us with his 
business though .six or seven. ware- 
house distributors in this area could 
and would supply his needs. We 
think of this case as one of a num- 
ber of accounts that have been han- 
dled in a similar manner. Some of 
them are now discounting customers, 
a few are like the one described. 

Our first aim in all our dealings 
with a customer is to recognize that 
he, too, is human and that we must 


maintain his goodwill if at all pos- | 


sible. 


1957 Road Toll Reached 


New High in Human Lives 


Highway accident casualties in 
1957 reached new highs, to total 38,- 


700 killed and 2,525,000 persons in- | 


jured. A decrease of 3 per cent from | 


1956 in the number of fatalities was 
more than offset by a 6.6 per cent 
increase in the number of injured, 
reports The Travelers 


annual highway safety booklet, 
Road Toll.” 


Driver failure rather than condi- 


tion of car was responsible for most | 


accidents. Over 95 per cent of the 
vehicles involved in fatal accidents 
were in apparently good condition. 


More than 85 per cent of the fatal | 


accidents came in clear weather, 79.6 
per cent occurring on dry roads. Ex- 
cessive speed was the greatest single 
cause. 


More than 26 per cent of drivers | 


involved in fatal accidents were un- 
der 25 years of age. 

Copies of the 30-page booklet are 
avoilable free from The Travelers 
rareate Companies, while supply 
asis. 


the time he ordered the next one. | 
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Companies, Hartford, Conn., in its | 


“The | 
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are overdue— 
reach for the telephone 


Past due accounts, even though out-of-town, can be handled 
tactfully and quickly by telephone. 







You can get in touch with the person you want, wherever he 
may be. You can talk over the collection problem pleasantly, 
thoroughly—and confidentially. 








Why not try telephoning the next time an out-of-town account 
is overdue? The cost is low. And it gets results. 







LONG DISTANCE RATES ARE LOW 


Daytime Station-to-Station Calls 
First Each Added 
3 Minutes Minute 


Pittsburgh to Cleveland 60¢ 15¢ 






For example: 






Chicago to St. Louis 90¢ 25¢ 






Minneapolis to Milwaukee $100 25¢ 
Atlanta to New York $150 40¢ 
Los Angeles to Kansas City, Mo. $205 55¢ 


Add 10% Federal Excise Tax 













BELL TELEPHONE SYSTEM 










Call by Number. It’s Twice as Fast. 
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Insuring against Accounts Receivable Destruction 


Non-Covered Loss of Records Could Spell Catastrophe to Company 


BY THOMAS M. MEREDITH 
Assistant Secretary 
Hartford Accident & Indemnity Co. 
Hartford, Connecticut 


OR ALMOST ANY company that 

sells on credit, destruction of ac- 
counts receivable records could mean 
a catastrophe 
loss. It is a para- 
dox that many 
firms which con- 
scientiously in- 
sure their impor- 
tant assets neg- 
lect one of the 
most important 
of all—accounts 
receivable. 

If accounts receivable records are 
destroyed, by fire for example, a sur- 
prisingly large amount of money will 
not be collected. In the case of a 
retailer, up to 70 per cent of the 
money due will not be collected. With 
a wholesaler or manufacturer, the 
amount remaining uncollected will 
vary greatly, depending upon many 
factors. The average amount remain- 
ing uncollected will be about 30 to 
40 per cent. 


T. M. MEREDITH 


Relative Importance 


A retailer may have $100,000 tied 
up in accounts receivable, and $4,000 
cash on hand. Chances are the cash is 
fully insured. But what about the ac- 
counts receivable, representing many 
times more money than the cash on 
hand? If they are destroyed, how will 
the retailer know who owes how 
much? Shouldn’t they be insured 
too? 

A store sells men’s clothing. Be- 
fore the merchandise is sold, it is 
almost invariably insured against 
fire. The store sells a suit on credit. 
li now has an account receivable— 
a piece of paper representing not 
only the cost of the suit to the re- 
tailer, but also his overhead and 
profit. The paper actually represents 
more in dollars and cents than the 
original suit. 

To permit so vital a part of a re- 
tailer’s assets to go uninsured is to 
court disaster. Protection against 
that catastrophe is the specific pur- 


pose of accounts receivable insur- 
ance, written by most of the leading 
casualty and fire insurance com- 
panies. 

In purchasing insurance, merchants 
and other businessmen often give 
first consideration to the probability 


of a loss. To be sure, this is an im- | 


portant consideration, but it should 
not completely govern the decision as 
to the purchase of insurance pro- 
tection. 

The most essential consideration 
should be, “If the loss does happen, 
in what condition will it leave us?” 
If the answer is “serious trouble” or 
something approaching it, the expo- 
sure to such a loss should be insured! 

Practically all large department 
stores and many wholesalers and 
manufacturers carry accounts receiv- 
able insurance for protection against 
the catastrophe loss that could befall 
them if their receivable records were 
destroyed or damaged extensively. 


But what about the small or mod- 
erate size merchant or businessman 
who has relatively large sums tied up 
in receivables? Loss or destruction of 
his records might well jeopardize his 
stability, even put him out of business. 
Many have no insurance against such 
a contingency. 


Some recent losses include $135.,- 
000 paid to a wholesaler, represent- 
ing 41 per cent of the outstanding 
receivables at the time of a fire; 
$24,000 to an insurance agent, and 
$19,000 to a small department store. 


Other Expenses 

Let’s assume that a retailer’s re- 
ceivable records are destroyed by 
fire. Usually he will collect about 40 
per cent of the money due. Not only 
will he never collect the remaining 
60 per cent, but he will incur many 
expenses trying to collect—telephone 
calls, overtime wages, newspaper ad- 
vertisements, printing, personal calls. 

It may be that some of the ac- 
counts receivable records are dam- 
aged, not destroyed. The cost of re- 
constructing these damaged records 
could be staggering. 

No perils are specifically named 
in the accounts receivable policy. The 
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HOMAS M. MEREDITH, 

graduate of Trinity Colleg«, 
joined Hartford Accident and 
Indemnity Company in 1948 in 
the burglary insurance depari- 
ment and subsequently served «s 
an underwriter of burglary and 
bonds in the New England of- 
fice. In 1952 he was appointed 
assistant director of the home 
office training center, teaching 
classes in burglary insurance 
and accident and sickness insur- 
ance, 

Mr. Meredith in 1956 was 
named manager of the burglary 
and glass department, and last 
year he was elected assistant 
secretary of the company. 


policy has one of the simplest insur- 
ing clauses in the insurance business, 
merely stating that it covers “loss of 
or damage to records of accounts 
receivable.” 

Coverage, then, is provided against 
all perils——such as fire, explosion, 
burglary, flood, windstorm. There are 
only two exclusions; war hazards and 
loss resulting from dishonest, fraud- 
ulent or criminal acts committed by 
an owner, director or trustee. 


What the Policy Pays 


Accounts receivable insurance pays 
four things: 

First, and most important, it re- 
imburses the policyholder for money 
due from customers or clients— 
money which cannot be collected be- 
cause of loss of or damage to re- 
cords. It pays him the collection ex- 
penses in excess of normal; and 
thirdly, expenses reasonably incur- 
red in reconstructing such records as 
can be restored. 

The fourth item the policy will pay 
for is interest charges on a loan ob- 
tained to offset impaired collections. 
A period of 90 days from the date 
of loss is provided to make as many 
collections as possible. At the end of 
this time, the loss is determined and 
claim filed. In the meantime, a loan 
might be necessary to continue the 
business. 

The most common question asked 
about this vital protection is, “How 
does the insurance company know 





how much to pay if the accounts re- 

ceivable records and control records z . ° 

are destroyed?” The adjustment of ; =" 
loss is based on the total of the out- 


3 a 
as 

standing accounts at the end of the . i. 

same month of the preceding year. 1 T 1 I S 1 r S iw 

This amount is increased or decreased 

to allow for trend in the aggregate 2% 

monthly accounts for the past 12 ‘ 

monihs. A deduction is made for bad 

debts and all accounts that can be 

established after the loss occurs. This 

payment is in addition to items one, 

two and three mentioned earlier. 
The loss adjustment based upon 

past monthly records is possible be- 

cause the insured submits monthly 

reports to his insurance company 

showing the total outstanding at the 

end of each month. 


What it Costs 


Rates for accounts receivable in- 
surance reflect very closely the indi- 
vidual circumstances. We start with 
the fire contents rate, less a series 
of discounts. For example, there are 
discounts up to 40 per cent if the 
container housing the records is in- 


ulated and approved. Recommending @ @ @ Your approach to credit problems has to be down- 


adequate equipment is one way in- ; 
surance agents reduce the probability to-earth rather than up in the clouds. When your company 


of a loss, as well as the cost of fills orders, you want tangible assurance of payment. 


the policy. The policy will pay the ’ . ian hel h ds of . 
«Tig ileal enc ice: Sa Here’s how Douglas-Guardian helps thousands of expe 


insurance company are better off if | rienced credit men to pursue a sound yet flexible credit 


the loss never occurs. Duplicate rec- policy—to approve a maximum number of orders with a 
ords at another location also qualify 


for a discount. ; . 
A special discount of 20 per cent We issue field warehouse receipts on inventory right 


is given to wholesalers and manufac- where it stands. These receipts, turned over to banks and 
turers. This discount recognizes the 


larger percentage of recovery ex- 
pected as compared to retailers. The be used by manufacturers and distributors to supplement 
final rate developed is multiplied by working capital and pay for invoices promptly. 


the average accounts receivable for inf ; b h D | 
the last 12 months. For more complete information about how Douglas- 


minimum of risk. 


lending agencies, become sound security for loans that can 


Guardian can benefit your business, mail the coupon below. 
Who Needs a Policy 


Anyone who sells goods or serv- 
ices on credit to a large number of 
customers or clients should have an 
accounts receivable policy. 

But most firms—manufacturers, re- 
tailers, wholesalers, doctors, dentists, 
hospitals, airlines and others—who 
do business on credit would suffer 
a disastrous blow if their receivable 
records were destroyed, stolen or 
damaged. Accounts receivable insur- 
ance stands as the only real safe- 
guard against such loss. 


DOUGLAS-GUARDIAN 
WAREHOUSE CORPORATION 
118 N. Front Street, New Orleans I, Louisiana 


[] Please have your representative call us for an appointment. 
] Send us information on Field Warehousing. 


Individual’s Name 


Company Name 





Address a Tel. No. 





Hartford Accident & Indemnity Company will 
send a sample policy and the rating formula 
to anyone requesting it. 


a a a ee 
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Business Life Insurance a Prescription 


Compounded to Cure Financial Problems 


BY GEORGE C. WHITE 
Chartered Life Underwriter 
Preferred Agency 
New York, New York 


OO little attention is given by 
businessmen to the subject of 
life insurance in their overall 
business plan- 
ning. Talk there 
is in abundance, 


but understand-. 


ing? .- 2 .:Very 

~ Jittle! ~ 
Whether the 
business is unin- 
corporated and 

solely owned, a 

partnership, a 
close corporation or a public one; 
whether the enterprise is new or old, 
large or small — every business 
should be concerned with business 
life insurance. 

Seven-eighths of the more than 
four million businesses in this coun- 
try, the U.S. Department of Com- 
merce tells us, employ fewer than 
eight persons each, and three-fourths 
employ three or less. What’s the 
point? Business is overwhelmingly 
small business. The dominant role 
of these sole proprietors, partners 
and close corporation stockholders 
in our communities is not to be 
minimized. The unfortunate truth is 
that the major part of their assets 
is tied up in their business, making 
their entire estates (and, in turn, 
businesses) vulnerable in case of 
business disaster or emergency. 

Now let’s look at the degree of 
coverage of business. The Bureau 
of Economic and Business Research 
of the University of Illinois dis- 
covered in a recent survey that three 
out of five businesses had no busi- 
ness life insurance of any kind. . . 
and of the 60 per cent who had 
none, 40 per cent had never even 
heard of it. Without considering 
commonly known coinsurance haz- 
ards in other coverage, would any 
prudent businessman permit such a 
state of affairs to exist with reference 
to fire, liability, or other risks? 


6. C. WHITE 


The inference to be drawn from 
these points is threefold: 

(1) Recognizing that size alone is 
no assurance of safety, prudence 
wouid appear to dictate that business- 
men shou!d balance their business 
interests by at least carrying some 
life insurance for business purposes 
exclusively. 

(2) Because it ‘is axiomatic that 
“no one carries enough insurance”, 


’ as was ‘borne out by a study made 


less than-two. years ago for The In- 
stitute of Life Insurance—two out 
of five questioned felt they didn’t 
have enough coverage-—it behooves 
management to earnestiy improve 
such admittedly sorry performance. 

(3) “The Spectator’, a national 
insurance periodical, reported last 
September from its 1955 survey that 
on a national scale 47 cents of the 
public’s personal and small business 


EORGE C. WHITE, CLU, 

has been in the insurance 
business since 1947 in both 
management and as a sales con- 
sultant specializing in business 
and personal life estate plan- 
ning. 

Educated in the City College 
of New York, at Georgetown 
University’s school of foreign 
service, and Cambridge Univer- 
sity in England, Mr. White is 
an editor of “The Bulletin,” in- 
surance monthly, and a teacher 
at the School of Insurance, in- 
structing in part of the syllabus 
for professional designation as 
chartered life underwriter. He 
holds a captaincy in the U. S. 
Army Reserve. 


premium dollar went into life in- 
surance. If so, then the problem be- 
comes one of getting a  dollar’s 
worth for a dollar! And never was it 
more incumbent upon management 
to apply knowledge and _ resource- 
fulness to obtain optimum coverage 
for money spent. 

To many, both in and outside the 
fraternity, business life insurance 
means partnership, stock purchase or 
retirement, or key-man protection. 
Others think of group insurance, 
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_ ness_ life 
names of policies. Thus there is a 


and pension or profit-sharing plans, 
Then there are deferred compensa. 
tion, split-dollar, plus-dollar, and 
minimum deposit programs. This js 
unfortunate, because the shadow of 
a name often confuses the subsiance 
of the need, and these labels are no 
more than the outer garments that 
clothe a function. 

For some people, worse still, busi- 
insurance conjures up 


rash of so-called: “special” policies 
as a drug on the market, each pre- 
sumably better in some mysterious 
way than the competitions. No won- 
der that many buyers, with “a 
plague on all your houses’, throw 
up their hands at the welter of con- 
flicting claims in behalf of “the 
newest and hottest policy on _ the 
market”! Commendable as competi- 
tion may be—and the insurance com- 
panies are meritoriously broadening 
their sales kits and merchandising 
—this is not business life insurance. 
Why? Because business life is not a 
policy as such, in the sense that use 
and occupancy is business insurance 
and a personal property floater is 
personal insurance. The most that 
can be said for policies is that they 
are merely the vehicles employed to 
carry out a function. 

Then, if business life insurance 
isn’t an enshrouded mystery, and if 
—with such obvious exceptions as 
group insurance or group annuities 
—it isn’t a policy per se, what is it? 

Business life insurance is life insur- 
ance brought to bear on _ business 
problems, in order to effect prudent 
and economical solutions. How busi- 
ness life insurance is utilized or ear- 
marked is another matter. This con- 
cept of utility and function is_ its 
distinguishing characteristic. 

Where and when life insurance 
can apply to business objectives is 
the heart of the matter. I’d like to 
revert to the functional nature of 
insurance alluded to previously. 

The universal basis of insurance 
of every type is indemnification. Re- 
gardless of the characteristics of 
legal structure of the business, be 
it old or new, a partnership or a 





wa 


corporation—the death of some per- 
son or persons and the consequent 
destruction of the human life value 
mesn a measurable loss to the enter- 
prise. 

A review of any business enterprise 
will usually show that its true value 
depends to a greater degree on its 
earning power as a going concern than 
on the intrinsic value of its plant and 
other assets. ‘That going: value and. its 
concomitant earning power depend on 


the importance and contribution of its 


executive and management personnel. 
Call it key-man insurance, then, or 
eall it what you will, the important 
thing to remember is that sole pro- 
prietors are also key-men—only more 
80. 


There is practically no end to the 
ramifications along this route: Em- 
ployee death benefit, split-dollar, de- 
ferred compensation and plus or 
appreciation dollar, for example. 


Employee Death Benefit 

All employee death benefit is de- 
ductible by the firm on the “pay-out”, 
with at least $5,000 of it completely 
tax-free to the family (the remainder 
a tax-free addition to surplus). Inci- 
dentally, in a corporation, employee 
stockholders can participate in this. 


Split-Dollar 
Split-dollar is essentially a “part- 
nership” between employer and em- 
ployee, with the employer paying the 


greater share of the yearly outlay as | 


an interest-free loan of sorts. This en- 
ables the employee to buy more 
adequate amounts of insurance at a 
cost which is less than the cost of 
group insurance in many instances. 


Deferred Compensation 


Deferred compensation is a power- 
ful tool in attracting and retaining 
high caliber personnel in. this tax- 
conscious day. 

Through such a program, today’s 
diluted dollars are set aside in sci- 
entific sinking funds, where they are 
stored and concentrated in value. 

Apropos this subject, the top man 
in your corporation is not barred 
from enjoying this too, just because 
he is the principal or even the sole 
Owner, as a recent court decision 
brought out. 


Plus or Appreciation Dollar 


Instead of giving the employee a 
part of a dollar or a dollar with 
strings attached (as in the case of 

(Continued on page 25) 










the 





professional 


approach (0 - 


A three step plan designed 
to solve your company's 
retirement problem 


This new brochure defines basic problems in 

b employee retirement planning and sets forth 
proved procedures in arriving at the most effective 
benefits on a realistic cost basis. 


It discusses the technicalities involved, the succes- 
sive steps in pension plan development, the 
function of management in guiding the program. 
It is keyed to Marsh & McLennan’s professional 
approach to the development, installation and 
maintenance of successful programs for both 
large and small companies in virtually every field 
of American enterprise. It points out how, 
operating on a fee basis as we do in the retirement 
field, we are able to approach your company’s 
pension requirements from an unbiased viewpoint. 


If you will write us on your company letterhead 
we will be pleased to send you a copy. 


Marsu & McLEnNNAN 


INCORPORATED 


Insurance Brokers 
CONSULTING ACTUARIES - AVERAGE ADJUSTERS 


Chicage New York San Francisco Minneapolis Detroit Los Angeles Boston 
Pittsburgh Seattle St. Lows Indianapolis St. Paut Portland Buffalo Duluth 
Atlanta New Orleans Tulsa Milwaukee Phoenix Cleveland Norfolk Charleston 
Oakland Montreal Calgary Havana Caracas London 


Torontc Vancouver 
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Outside Capital--Sources and Reasons Firms Seek It 


Added Security Is Available on Accounts Receivable Financing 


BY THOMAS O. MC DAVID 
Vice President 
Commercial Credit Corporation 
Baltimore, Maryland 


EFORE enumerating some rea- 
sons why companies seek and 
obtain outside capital from 
time to time, 
and before dis- 
cussing sources 
of money, permit 
me to make these 
simple sugges- 
tions: 

1. When bor- 
rowing money 
do not be misled 
by a quoted per- 
centage of rate. Figure the cost in 
actual dollars, because you cannot 
put the percents in the bank. 

2. Quoting from Alexander E. 
Duncan, 80-year-young  founder- 
chairman of Commercial Credit: 
“The highest price any businessman 
ever pays for money is the price he 
pays for the lack of it—for lack of 
enough money to meet unusual sit- 
uations or capitalize on opportunities 
when they arise . . . Don’t just con- 
sider the cost of money—consider 
the cost of being without it.” 

3. (And this is very important) : 
Always make it a point to assure 
any banker or lender that you want 
him to make a profit on your ac: 
count. From a psychological stand- 
point you will have got yourself a 
really friendly banker. 


T. O. McDAVID 


15 Reasons for Getting Capital 


Here are 15 reasons why some 
firms seek and get outside capital: 

1. Take advantage of cash dis- 
counts. 

2. Protect and 
rating. 

3. Get price, delivery, service con- 
cessions by paying cash or discount: 
ing bills. 

4. Increase volume by carrying 
more and larger credit accounts. 

5. Grant longer terms when neces- 
sary for desirable business. 

6. Purchase new, more efficient 


improve credit 


HOMAS O. MC DAVID, vice 

president, Commercial Credit 
Corporation, affiliate of Com- 
mercial Credit Company, Balti- 
more, joined Chemical Bank in 
New York after receiving his 
education at the University of 
the South and the old Eastman 
School of Business at Pough- 
keepsie, N. Y. While bank credit 
investigator and analyst he took 
night courses in credit at Colum- 
bia University and New York 
University. 

Mr. McDavid in 1931 joined 
Commercial Credit Company of 
New York as assistant to the 
regional manager. Six years 
later he moved to the Baltimore 
headquarters as sales promotion 
manager, became director of 
press relations, and in 1951 
was named head of the manu- 
facturers relations department. 

The accompanying article is 
from his address before the 
- Automotive Industry meeting at 
the NACM Credit Congress in 
Detroit. 


machinery and equipment to in- 
crease production, cut costs. 

7. Help finance purchase of an- 
other company. 

8. Take the place of an increase of 
capital or a partner. 

9. Buy out partners or other stock- 
holders. 

10. Retire bonds, preferred stock, 
mortgages. 

11. Pay taxes and other charges. 

12. Save on freight by carload-lot 
buying. 

13. Meet payrolls and carry in- 
ventory. 

14. Reduce costs by spreading 
production in advance of peak sea- 
sonal demands. 

15. Enter new fields or launch new 
products. 

Now, let’s discuss some sources of 
capital that are available to you. 

Naturally, our first thought is of 
our friendly commercial bankers. 
Our company has owed them over 
$300,000.000 at one time in the past 
year, and we always owe them Amos 
and Andy amounts. 

In case you haven’t had occasion 
to call on your bankers lately (or 
in case your bankers haven’t had 
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occasion to call on you) a friendly, 
solicitous reception is assured you, 

Always keep in mind that bankers, 
like everyone else in business, are 
influenced by the basic economic law 
of supply and demand. 

At the time of the Credit Congress 
at Miami Beach a year ago, the de. 
mand for funds was close to an all. 
time high and money rates were at 
their highest point in 25 to 30 years, 
Not only was the money rate high 
but money was tight. Bank credit 
was just not available for some cred. 
it deserving people because some 
banks could not supply the full de. 
mand for loans. 

That picture has changed consid- 
erably. Some banks which a year 
ago may have restricted your bor. 
rowing or talked you out of bor. 
rowing altogether, will welcome you 
with open arms today. 

I spent several years in the credit 
department of a large New York 
City bank prior to joining Commer. 
cial Credit 27 years ago. Now I am 
associated with one of the biggest 
borrowers of bank money. About 
the only difference that I can see 
in bank relations today and 30 years 
ago is that we are dealing in a lot 
more naughts on the end of ou 
figures. 

The basic requirements of the 
bank borrower are essentially the 
same. 


UNSECURED SHORT TERM LOANS 


With the exception of certain term 
loan arrangements which some 0! 
the big city banks and _ insurance 
companies offer, most loans to busi: 
ness are made on an unsecured 9%- 
day basis, regardless of how long 
you may really need the money. 

Some borrowers subscribe to the 
theory that it is better not to dis 
cuss a renewal at the time the loan 
is made. This is not the case. A 
good loan officer makes it a point 
to know a great deal more about 
your business and your industry 
than you probably give him credit 
for. 

Level with your banker about 
your plans for renewing the _ loan, 
with or without some curtailment, 
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and have some definite understand- 
ing with him. He will generally ap- 
preciate your problem. 


I would give one new at borrow- 
ing this advice: Try to anticipate 
your maximum peak season needs so 
that an adequate line may be set 
in the beginning. Then, do your best 
to borrow only what you need. To- 
day's break-even points do not per- 
mit the luxury of fat, unused cash 
deposits against which you are pay- 
ing interest rather than collecting it. 
Capital must have energy and move- 
ment. 


Banks generally require that the 
borrower maintain a bank balance 
of at least 20 per cent of his bank 
line when the line is in use and 
at least a 10 per cent balance when 
the line is not being used. 


Bank Interest Charges 


Even though the availability and 
price of bank money is more at- 
tractive now, I have been wonder- 
ing why some financial statements 
I have recently seen show such large 
bank borrowings when the rest of 
the statement doesn’t indicate that 
the firm needs the money. 


Bank interest is cheaper than it | 
was but it is still a very expensive | 
item if you don’t need the money. | 


Some people don’t seem to realize 
that the proceeds of the loan con- 
sist of 80% of the bank’s money— 
less the discount charge—and 20% 


of their own money represented by | 


their bank balance. 

A rate of 6% per annum on a 
loan is actually 714% on that part 
of it which the borrower is free to 
use. Now this 714% is based on the 
interest being paid at maturity, but 
we know that this interest is usually 
deducted from the proceeds of the 
loan, so this so-called 6% loan is 
not just 714% but actually comes to 
8.11% per annum. If the rate is 5%, 
the actual cost is 624%. 

Now, let’s say the money man- 
ager borrows $125,000 for 90 days 
and obtains the use of $100,000 
(considering the 20% bank balance. ) 
Chances are he draws it out periodi- 
cally to make purchases, pay bills 
and meet other expenses. A short 
time before maturity date he starts 
building his bank balance up to pay 
off the loan. 

Later, an analysis might show that 
the average amount of money he used 


(Continued on page 23) 








He is your local U.S. F.&G. Agent 


7. want to see him because he knows 


how to give your company maximum coverage 
against losses which are due to dishonesty, 
vandalism and accident ... with a minimum 


of premium outlay. 


There is a U. S. F. & G. agent in your 
community who will be glad to call on you 


at your convenience. 


Naturally there is no obligation. 


\J is t ay G CASUALTY - FIRE- MARINE INSURANCE 
Oe ; FIDELITY -SURETN: BONDS 


United States Fidelity & Guaranty Co., Baltimore 3, Md. 
Fidelity Insurance Co. of Canada, Toronto 
Fidelity & Guaranty Insurance Underwriters, Inc., Baltimore 3, Md. 
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Coinsurance Can “Break” You If You Fail to 
Keep Coverage 80 Per Cent of Full Value 


BY GEORGE A. STRADER 


Beacon, New.York. 


F YOU CARRY fire insurance on 
business property anywhere in the 
United States, the chances are it 
contains a “coin- 
surance clause.” 
This clause can 
break you, close 
your doors for 
once and all, if 
you do not ex- 
actly understand 
it or if you make 
a very common 
mistake in its in- 
terpretation. You can, although “ful- 
ly insured,” lose the right to collect 
the full amount of your loss after a 
fire. 

One of the large appraisal com- 
panies reported recently that a na- 
tionwide survey revealed that the 
average amount recovered after fire 
losses was only 52 cents on the dol- 
lar and that in many cases the 
amount recovered was as low as 14 
cents on the dollar. Yet practically 
all of these policy-holders thought 
that they were fully insured. 


G. A. STRADER 


It Can Happen Anywhere If— 


Let me illustrate just why an east- 
ern business that carried $25,000 
insurance could recover only $10,- 
420 after a $20,000 fire. 

The owners were carrying a lLotal 
of $25,000 coverage on fixtures, ma- 
chines, and inventory at the time of 
their fire.* This amount had been 
ample when they bouglt the cover- 
age in the mid-’40’s. 

But with the addition of new 
capital assets over the years, plus a 
greatly expanded inventory and, 
above all, skyrocketing inflationary 
values, their current insurable worth 
had imperceptibly crept up to $60,- 
000. The owners were aware of this 
but, not aware of the now-threaten- 
ing coinsurance clause in their pol- 
icies, they felt they were still amply 


*The legal and insurance principle would 
have been the same had they owned their own 
building; but their proportionate loss would 
have been greater. 


protected against any fire that might 


. strike them. 


They were aided and abetted in 
their complacency by a lackadaisical 
insurance agent who eagerly accept- 
ed their “renew-it-for-the-same” with- 
out thought of anything beyond his 
immediate commissions. 

Then fire struck, and left a sham- 
bles of property values, currently 
worth $20,000. But the owners com- 
placently breathed a sigh of relief; 
they had $25,000 coverage on the 
$20,000 loss—not too much more 
than the loss, they noted, but 
“enough” ! 

They recovered $10,420. 


The balance of the loss, $9,580, 
they paid themselves, because they 
had made themselves coinsurers with 
the imsurance company, under the 
terms of the coinsurance clause in 
their policies. 

The owners hit the ceiling; 
screamed to high heaven about 
“fine print” clauses; raised the roof 
with unkind references to “sharp- 
shooters,” “hi-jackers,” and “shell- 
game operators.” And then quieted 
down to hear the facts about them- 
selves from the adjusters. 

Foremost among the facts was 
this: the settkement of $10,420 was 
not only a full and legal one, it was 
a thoroughly fair one also. 


The coinsurance clause in their 
policies—a clause which is in no finer 
print than any other part of the policy 
—stipulated that they were required, 
at all times, to carry insurance to the 
full extent of 80 per cent of the full 
current value of their property; and, 
in the event of their failure to do so, 
their right to recovery was limited to 
only that proportion of their loss 
which the face amount of their 
policies bore to 80% of their full 
current worth. 


Let’s figure that out together: 

Their full current worth was 
$60,000. 

They were required to carry $48,- 
000 coverage on that current worth, 
as stipulated by the 80 per cent co- 
insurance clause in their policies. 

They were carrying only $25,000. 

The $25.000 that they carried was 
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EORGE A. STRADER. hus 
been closely identified wiih 
financial-insurance interests of 
lower Manhattan, New Yori, 
throughout his business career, 
Starting with the old New 
York Stock Exchange firm of 
E. C. Benedict & Company in 
1908, he has since been asso- 
ciated with Story & Company, 
investment bankers; the Aetna 
Insurance Companies; Travelers 
Insurance Company, and _ for 
many years before his recent 
retirement he was with the 
Manufacturers Trust Company. 
Mr. Strader has authored a 
number of published articles on 
investment and insurance topics. 


only 52.1 per cent of the $48,000 
that they were required to carry. 
Therefore, they could recover 
only 52.1 percent of their loss. 
Their loss was $20,000. 
Their recovery, at 52.1 per cent 
could be only $10,420. 


It was a full, fair, and legal settle- 
ment because the owners had exposed 
$60,000 worth of property to loss, but 
were paying insurance premiums on 
only $25,000 worth of it. The insur- 
ance carriers won’t accept such a one-. 
sided gamble; they protect themselves 
by making the policyholder a coin- 
surer with them, via that coinsurance 
clause which provides for only pro- 
portional recoveries. 


But the carriers also intended co- 
insurance to serve a purpose benefi- 
cial to policyholders; that is, to give 
them what amounts to a 20 per cent 
premium discount for full coverage 
against any average fire. The com- 
panies are well aware that there are 
few fires that cause more than 80 
per cent destruction; they are there- 
fore willing to provide full 100 per 
cent protection at current valuations 
and up to the face value of the pol- 
icy, for only 80 per cent of the 
premium required to insure the 
property in toto. 

It is important to note the phrase 
“full 100% protection at current 
valuations.” There is a_ widely 
held misconception that “the insur- 

(Concluded on page 33) 
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T. O. McDAVID 


(Continued from page 21) 


on a daily basis was considerably 
less than the original loan. If so, 
the cost of money is much higher 
than even the percentages mentioned. 


Periodic Clean-Up 


Jt is standard bank practice to re- 
quire an- unsecured ‘short-term loan 


to be cleaned up entirely for awhile -. 


each year. This assures liquidity to 
the bank and its depositors but 
sometimes creates an inconvenience 
to the borrower, whose business is 
going strong but whose cash is go- 
ing weak. 


LOANS AGAINST 
ACCOUNTS RECEIVABLE 


Many business firms need more 
capital at times than they can bor- 
row from the banks on an _ unse- 
cured basis or expect to get from 
current collections because of their 
selling terms. 

In such cases, banks and other in- 
stitutions frequently advance funds 
against their accounts receivable, 
the amount of such advance being 
determined by the amount and qual- 
ity of the receivables. 

Frequently the debtor represents 
a larger net worth than the creditor, 
and the banks regard an assigned 
receivable from a strong concern as 
excellent security. In other cases, 
where a wide variety of concerns 
with varying net worth are being 
sold, they are inclined to be more 
restrictive in the amount of credit 
extended. 


Form of Added Security 


This prompts me to mention a form 
of added security that the borrower 
can offer the lending institution on 
accounts receivable financing cover- 
ing all sizes and types of creditors. 
| refer to credit insurance. 

Where a manufacturer or whole- 
saler has a credit insurance policy 
covering his accounts receivable, he 
has the guaranty on the value of 
these receivables regardless of how 
the debtor behaves. The manufac- 
turer or wholesaler may insure all 
of his accounts or a portion of them. 
He agrees to take a small initial 
loss up to a stated amount and the 
credit insurance company insures the 
amount of loss in excess of the 
stated figure. 

Credit insurance is. a credit tool 


for the policy-holder’s credit depart- 
ment because it provides a service 
department for handling collections 
on a nationwide basis. Then, if the 
debtor doesn’t eventually pay, the 
credit insurance people do. 

Since the credit insurance com- 
pany indorses the customer’s obli- 
gation for banking or financing pur- 
poses, bank loan offices frequently 


suggest this type of insurance to 


their customers, whether they bor- 
row on their receivables or not. 

Only two companies offer credit 
insurance coverage and it is a pure 
coincidence that one of them, the 65- 
year-old American Credit Indemnity 
Company of New York, is a sub- 
sidiary of Commercial Credit Com- 
pany. 


ACCOUNTS RECEIVABLE 
FINANCING 


We discussed loans secured by the 
pledge of receivables to the lender. 
I would now like to discuss accounts 
receivable financing whereby a fi- 
nancing institution purchases its 
customer’s open accounts on a con- 





tinuing arrangement on what is 
known as a “non-notification plan.” 

Commercial Credit Company was 
founded in 1912 by Mr. Duncan to 
handle this type of business. In 46 
years this division has provided bil- 
lions of dollars to manufacturers 
and wholesalers. 

Under this arrangement, the busi- 
ness firm. continues to. pass its own 
credits, ships merchandise on its usual 
terms and handles its own collections. 
As shipments are made, they assign 
the invoices they want financed to us 
and immediately get our check. 

The debtor never knows that the 
invoice has been assigned and con- 
tinues to make payments to the sell- 
er. The funds we advance are auto- 
matically repaid by the purchaser. 

The charges for this type of fi- 
nancing are figured on an average 
daily balance basis and are based 
on the net amount of money out- 
standing. Therefore, the customer 
pays only on the exact money in 
use from day to day—and no more. 
For that reason, the dollar amount 
cost is frequently less than a short- 
term or long-term loan. 

(Concluded on page 33) 


BUT WHAT 
ABOUT 
COLLECTION? 


Control of your product leaves you on de- 
livery; your cash can then be tied up in ac- . 
counts receivable, leaving working capital 
as the victim. 

Credit Insurance is working capital insurance 
... a hedge against the unexpected that can 
turn the good customer into a bad debt or 
a past due account. 


Put security into your cash forecast. Consult 
your London Guarantee and Accident Co. 
Credit Insurance Representative today. 


CREDIT INSURANCE DEPARTMENT 


LONDON GUARANTEE AND ACCIDENT CO., LTD. 


MEMBER OF THE PHOENIX OF LONDON GROUP 


55 FIFTH AVENUE « 


NEW YORK 3, NEW YORK 


OVER HALF A CENTURY OF CONTINUOUS SERVICE IN CREDIT INSURANCE 
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Fire Waste Termed “National Disgrace”, 


New Dwelling Designs Add to Hazards 


OCKETS, rackets and reactors 

present dramatic new fire haz- 
ard problems, not more serious, how- 
ever, than mod- 
ern architectural 
designs such as 
small highly 
placed windows, 
through which 
no one can es- 
cape, and_ the 
danger from 
foam rubber ar- 
ticles that spon- 
taneously ignite when placed in elec- 
tric driers, says Percy Bugbee. 

Terming fire waste “a national dis- 
grace,” the general manager of the 
National Fire Protection Association, 
Boston, in a talk in Memphis pro- 
vided much food for thought affect- 
ing individual, industry and com- 
munity safety from fire. 

Fires last year caused 11,300 
deaths, over $1 billion in property 
loss, according to estimates of the 
association, Mr. Bugbee said. These 
figures represent an increase in both 
categories over the previous year. Of 
an estimated 2 million fires a year, 
60 per cent of those involving build- 
ings were of residential occupancy, 
NFPA studies show. Three principal 
causes of a majority of the fires are: 
defective or over-heated heating and 
cooking equipment; careless han- 
dling of matches and cigarets, and 
misuse of electrical equipment. 


PERCY BUGBEE 


The Largest Problem 


“Loss of life in fires in ordinary 
one and two-family dwellings is by 
far the largest and most difficult 
problem that we face,” the NFPA 
director told the fire department in- 
structors’ conference. Regular dwell- 
ing inspections, now a practice in 
many communities, should be ex- 
tended to all, he said. Unapproved 


“Mistakes occur when a 
man is over-worked, or 
over-confident.” 

—William Feather 


NATIONAL FIRE PREVENTION WEEK 
October 5-11 


Throughout the United States and Canada the period October 
oth-1 1th has been designated to spotlight the causes of fire anii 
to bring home the need for preventive measures. Last year 11.- 
300 persons lost their lives in fires. 

Fire losses in this country in 1957 totaled $1,023,190,000, 


the first time this statistic went over the $1 billion mark. This 
represents an increase of 3 per cent over 1956 and 43 per cent 


over 1948. 


One favorable note, comments the National Board of Fire 
Underwriters in its bulletin “Fire Insurance Facts and Trends”: 
“These facts indicate the effectiveness of fire prevention during 
this period when the national wealth in terms of reproducible 
tangible assets subject to possible loss by fire (structures, equip- 
ment, inventories) has increased more than 200 per cent.” 


The number of building fires decreased in 1957 as compared 
with 1956: 400,858 against 408,952. For 1948 the total was 


388,935. 


and ineffective home fire alarm and 
extinguishing devices, many of them 
“downright frauds,” should be 
stamped out, Mr. Bugbee counseled. 

Among modern dwelling designs 
that increase life hazard, he said, are 
“omitting doors, low partitions, small 
windows high up in bedrooms, and 
the use of various types of plastics 
as component parts of dwelling con- 
struction without too much informa- 
tion on their fire hazard characteris- 
tics.” These new and special dwelling 
hazards, he noted, have been pointed 
out in the NFPA Quarterly. 

Electronics application to fire 
fighting research may be imminent. 
Mr. Bugbee noted that a proposal to 
feed into one of the mechanical 
memory machines data on fire fight- 
ing procedures at large fires is being 
developed by experts at Harvard and 
Massachusetts Institute of Technol- 
ogy. Combustion scientists are be- 
coming interested in the study and 
control of large fires, he said, and 
laboratory-produced fire effects sim- 
ulating large-scale conflagrations are 
under consideration by the fire re- 
search committee of the National 
Academy of Sciences. 

A book to provide the fire service 
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with needed information about res- 
piratory hazards and devices, a re- 
port on recommended safe practice 
for nuclear reactors by the associa- 
tion’s committee on atomic energy, 
control of rocket experimentation by 
high school boys and other amateurs, 
and standards for fire hose were 
some of the current projects of 
NFPA. 

Terming “totally unrealistic and 
unworkable” many of the civil de- 
fense programs, he commented, “If 
you want to kill off large segments 
of our population quickly in the 
event of a fire storm developing 
from atomic attack,” then you would 
move the people underground. “Fire 
departments are the logical emer: 
gency service around which a sound 
local civil defense effort should be 
built.” 

Figures indicate that “fire depart- 
ment manpower in the United States 
on the average is at least 50 per cent 
deficient,” Mr. Bugbee said, quoting 
from articles in Fireman magazine. 
He pointed out that the NFPA has 
set up a committee on fire depart- 
ment organization to consider some 
of the problems of fire department 
administration. 
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(Continued from page 19) 


split-dollar or deferred compensation 
plans, respectively)—or instead of 
losing a current tax deduction as in 
an employee death benefit—why not 
give him the whole dollar in kind 
by paying for a premium on some 
new life insurance he could well use, 
with all ownership vested in the 
employee? 

This is what we mean: a plus bene- 
fit for the plus man. 

For example: If the premium paid 
by the boss comes to $500 annually, 
then the key-man will have to pay 
tax on the premium as with any other 
current compensation, and if he is in 
the 25 per cent tax bracket, the cost 
to the employee would be only $125. 
Remember, too, he is not throwing 
that money out, for he’s acquired 
the full cash value of the policy, 
which will always inure to his ben- 
efit, living or dead. 


TRANSFER AND LIQUIDATION 


Transfer and liquidation are com- 
plementary functions. True, every 
transfer connotes a liquidation of all 
or part of a business transfer. How- 
ever, a particular and sadly neglected 
area of business insurance calls only 
for the orderly and economical dis- 
solution of an enterprise. 

The most obvious example of the 
latter, perhaps, is the sole proprietor- 
ship, where indemnification already 
plays such a conspicuous part. 

The germ of the problem, whether 
dealing with a corporation’s stock 
purchase or stock retirement plan, a 
partnership’s criss-cross or entity 
plan, or a sole proprietor’s buy-out 
plan, is this alone: The survivor is 
offered continuity and a free hand 
to underwrite his own future success. 
The heirs of the deceased are guar- 
anteed a fair and assured market for 
his investment. 


Though the lure of other expedi- 
ents might be attractive—might work 
—only one thing surely will work: 
A fixed obligation on the part of the 
deceased’s estate to sell—and on the 
survivor’s part to buy—the interest in 
question. 


When it comes to the prospective 
bayer in a sole proprietorship, then 
what? Well, here again we have a 
version of the key-man problem, be- 
cause what could better knit an em- 





ployee to his employer and who is 
better equipped to take over the 
reins? 

As for partial liquidation, par- 
ticularly in situations involving es- 
tate taxes and a corporate interest, 
here is a rare opportunity to take 
tax-free dollars out of a business. 


CREDIT AND CONSERVATION 


Few businessmen are so unen- 
lightened that they do not recognize 
the necessity of systematically setting 
aside monies in safe and liquid, sink- 
ing or emergency funds. All busi- 
nessmen need and do use credit to 
further both their operation and ex- 
pansion. Why, then, should they ig- 
nore one of the finest assets obtain- 
able? Why not use a sinking fund 
with an unmatched record of per- 
formance in good times and bad, 
and why not make certain they 
will always have the finest security 
to collateralize a loan at all times. 
In short, why not buy permanent 
life insurance? Life insurance is all 
of these things in some degree. 


Lower After-Tax Costs 


This is not an argument against 
term insurance, when justified, be- 
cause I would sooner see a firm own 
adequate amounts of term than a 
totally inadequate amount of other 
coverage. But I do not agree with 
those who, in seeking the easy way 
out, take refuge in a_ so-called 
“cheap” rate (particularly true 
when, by use of borrowed funds in 
so-called minimum deposit or fi- 


nanced_ plans,_ effectively lower 
after-tax costs can be _ obtained 
through otherwise permanent in- 
surance). 


We should remember that death is 
not the only time a business can use 
more capital, and we must not forget 
that only permanent life insurance 
provides for both the living and 
dying. (For many a firm the question 
of an unreasonable accumulation of 
surplus never arises by use of 
“locked-in” equities in permanent life 
insurance contracts owned by the 
firm; and, death can improve the 
surplus for these firms on a com- 
pletely tax-free basis. ) 

As to conservation: One of the 
severest financial blows that can be- 
fall an enterprise is the untimely 
forced conversion of assets into 
money to meet demands for pay- 


(Concluded on page 27) 





CREDIT AND FINANCIAL MANAGEMENT, October, 1958 


What About 
Hedging? 


Whether you are a producer, 
processor, merchant or lender 
—you concern yourself with 
proper coverage for many com- 
mon business risks. 


But have you considered price 
protection through use of the 
commodity futures markets? 


Inventories — either raw ma- 
terials or finished goods — ar¢ 
subject to price changes which 
could drastically affect their 
value. 


If a severe price decline sud- 
denly hit the inventories you 
or your customers rely on, 
wouldn’t it cause you a lot of 
worry? 


Well, a lot of that worry 
could be avoided. 

How? 

By hedging in the commodity 
futures markets for cotton, 


wool, grains, coffee, sugar and 
many other basic commodities. 


Every day more and more 
firms are learning the value of 
the protection afforded by 
hedging. And more and more 
bankers are insisting upon it. 


If you would like to know 
more about hedging and how 
the futures markets can be used 
to minimize price risk, just 
write us and ask. 

We have booklets available 
on the subject and in addition, 
we will be glad to have one of 
our commodity specialists con- 
sult with you. Our services are 
at your disposal without charge 
or obligation. Write to— 


Commodity Division CF-116 


Merrill Lynch, 


Pierce, Fenner & Smith 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 














Modernizing the Office 


New Equipment to Speed Production and Reduce Costs 


Budget-Mindful Computer 


516 Practical for frequent and 
repetitive computational problems 
such as payroll, check preparation, 
tax billing, loan scheduling, Series 
F2000 Computer is newest entry in 
the electronic computer field of Bur- 
ROUGHS CORPORATION, which makes 
the giant 205 and 220 and desk-size 
Series E computers. Exclusive me- 


MULTIPLY—SUBTRACT 
DIVIDE—DO ANY 
CALCULATING FAST 


THE CONTROLLER 


Does All Commercial—Techni- 
cal Calculations Automatically 


Pocket-size, precision calculator is 
made to highest standard of Ger- 
man craftmanship — ACCURATE 
to last decimal. Quickly multi- 
plies, subtracts, divides — gives 
percentages, squares, cubes, frac- 
tions, etc. — automatically! Easy 
to use — no mathematical knowledge needed. 

Use it for invoices, discounts, interest charges, 
exchange rates, all commercial and technical cal- 
culations. Made of life-time aluminum — simple, 
clear, precise. Only $7.95 with vinyl carrying 
case. SPECIAL. 2 for $15. Satisfaction Guaran- 
teed. A:k for quantity price. 


EMPIRE MDSG. CO. Dept. C3 
4 N. Third Avenue, Mount Vernon, N. Y. 


Only 
$795 


chanical plugboard program selector 
provides greater simplicity and pro- 
gramming flexibility than that of 
much more expensive computers, 
says manufacturer who stresses low 
original and maintenance costs. Four 
or more routines may be program- 
med on each interchangeable plug- 
board, and each program directs 
computer through all of its automatic 
operations. Full adding-machine type 
keyboard is used for input. 


To Clip Carton Tops 


517 Eliminating gummed tape, glue, 
wire stitching, the CLip-Top PACKER 
Model M (Manual) seals filled con- 
tainers from the outside with king- 
size clips, at an average cost per ship- 
ping case of less than 14 of 1 cent, 
according to manufacturer, Con- 
tainer Stapling Corporation. Device 
also sets up empty cartons ready to 
be filled. Leg length of clips: 1”, 
52”, 34”. Adjustable anvil automati- 
cally controls staple clips for A, B, 
or C flute. Model C-F treadle-type 
unit clips boxes by mechanical (tog- 
gle system) action. 


This Department will welcome 
opportunities to serve you by 
contacting manufacturers’ or 
wholesalers for further infor- 
mation regarding products de- 
scribed herein. Please address 
MODERNIZING, Credit & Finan- 
cial Management, 229 Fourth 
Ave., New York 3. 
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Key File-Unit 


518 Compact welded steel Key- 
DRAWER fits in desk drawer or file 
cabinet, is readily portable with han- 
dle attached. One of several units of 
Ke-master Key Control system of 
Cushman & Denison Manufacturing 
Company, Key-Drawer is available 
in sizes to hold 40, 80 or 120 keys. 
Other units of system: key racks, 
boards and wallmounted cabinets, are 
for capacities from 10 to more than 


800 keys. 


Vehicle & Driver's Log 


519 Tex-N-Set Combination Driv- 
ers’ Log and Daily Venicle Condition 
Report saves driver’s time and pro- 
vides easy-to-read copy for office files, 
with extra copy for maintenance de- 
partment. Form meets ICC vehicle 
condition report requirements, says 
manufacturer, Tex-N-Set Manifold 
Company. Thirty-one set combination 
units in convenient snap-apart form 
are bound in each book with “one- 
time” carbons already in place. 
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ments. More seriously, in such events, 
facilities and funds available for op- 
eration and development become 
drastically limited, aggravating the 
material damage to the going value 
of the enterprise. 


Many an estate and many a busi- 
ness have been saved from going on 
the block at forced “distress sale” 
prices because someone gave prudent 
and timely thought to them. 


Everyone enjoys a 20/20 hindsight 
but astute and responsible business- 
men should realize that death isn’t 
always opportune (the life isn’t a 
pooltable on which shots can be 
called), *that*'they may die when 
either or both business and estate 
are strapped for cash. Through the 
only known investment which will 
pay off in the dollars needed—not in 
notes or machinery, inventory or real 
estate, but in fixed hard cash—in- 
surance will provide the dollars at 
the instant of need. 

This is conservation of the highest 
order, and if time enables a business 
and estate to weather the storm until 
new hands become more experienced 
at the helm, then you have continu- 
ity as well. 

Life insurance can be purchased 
with either or both credit stabiliza- 
tion and conservation in mind. How- 
ever, even if the objectives are other 
than these, life insurance—and_par- 
ticularly the permanent variety, will 
still provide these two plus benefits 
al no extra costs. 


THE TAX FUNCTION 


The last of the functions is gen- 
erally (and with considerable merit) 
the first thing brought up. Taxation 


The tax angle is always a tricky 
one, subject to change due to both 
the law and the individual or firm’s 
position. If the only basis for a sale 
is the tax gimmick, what can we do if 
any of the other factors just men- 
tioned should change? 

By all means give thought to taxes, 
but let the tax benefit be the plus- 
factor in your reckoning. Then there 
is nothing to worry about regardless 
of any adverse change in circum- 
stances, because what was originally 
wrought was conceived on a founda- 
tion of permanent advantages. 

Why business life insurance? 

Admittedly, this bird’s eye view is 
one man’s opinion. If I haven’t taxed 
anyone’s patience so far, let me 
throw caution to the. winds by ser- 
monizing: In order to keep up with 
the demands made on us today, .we 
have to broaden our knowledge of 
many areas outside our business 
proper, acquiring a nodding acquaint- 
ance with such matters as accounting, 
laws and trusts, insurance. The mod- 
ern, well-rounded management man 
must have depth. There is a hazard 
in this, however: no‘one of us is so 
authoritative in professional fie!ds 


outside our daily work that it pays 
us to be dilettantes. 

Let me summarize what I believe 
is the essence of business life in- 
surance and its relationship to busi- 
ness objectives: 

(1) Men, not 
profits. 

(2) Business life insurance is not 
a hallowed mystery. Business life in- 
surance is hedging, is credit, is in- 
demnification, loss prevention, a sink- 
ing fund, depreciation, debt retire- 
ment, and a tax shelter. 

(3) Business life insurance is not 
a label, not a special policy, not the 
particular possession of any one com- 
pany. Business life insurance is not 
a proprietary drug, available at the 
local retail level. Business - life in- 
surance (is. a prescription, com- 
pounded to cure the individual fi- 
nancial problem of the firm. 

(4) If other insurance costs are 
budgeted in contemplating a new 
project, why not budget business 
life insurance? Business life insur- 
ance is not an additional business 
expense. Business life insurance is 
part of the price of opening, conduct- 
ing, and preserving business. 


machines, make 


tt “trathe osbost- Office Guia Lachine 


1. What copy limitations, if anv, does each 
type of machine have? ¢ 2. Is it important to 
copy everything? ¢ 3. Which machine will 


produce my copies at lowest cost? « 4. Can 
anyone operate it? « 5. Which machine is 
the fastest for general office copying? 


is the door-opener and at the same 
time the catalyst which moves clients 
to action. 

Now a well-conceived buy-and-sell 
agreement may help considerably in 
saving estate taxes. So will some dis- 
positions of a corporate transfer, and 
a myriad of other plans will save on 
income taxes to boot. But unless 
there are good and important con- 
siderations which justify action, and 
unless these considerations are valid 
enough to deserve attention in their 
own right without regard to taxes, it 
would probably be better to forget 
the whole thing. 


The manual contains a test pattern which gives a true evaluation of all copying 
machines. Try the test pattern on your present copying machine. Then try it on 
Copease. See the difference: COPEASE COPIES EVERYTHING. Send for ‘‘THE 
TRUTH ABOUT OFFICE COPYING MACHINES" today: 


COPEASE CORPORATION 
425 Park Avenue, New York 22, N. Y. 


Distributors in Principal 
Cities. Regional Offices: 
Gentlemen: Please send me a FREE copy of ‘‘THE TRUTH 
ABOUT COPYING MACHINES”’....[ | would like to have a 


3-day FREE trial of Copease in our own office—without 
obligation.... 


New York, 425 Park Ave. 
PLaza 3-6692 


Chicago, 228 N. LaSalle St. 
STate 2-1383 

Los Angeles, 3671 W. Sixth 
St., DUnkirk 5-288! 





All States Require Proof of Motor 


Vehicle Owners’ Financial Security 


LL 48 states, the District of 

Columbia and Hawaii now 

have Motor Vehicle Financial 
Responsibility and Related Laws 
which require the filing, or proof, 
of financial security by all persons 
subject to the law, as shown by the 
charts on the following pages. 

The copyrighted charts were com- 
piled by the legal department of the 
Association of Casualty and Surety 
Companies. 

Kansas, Massachusetts and South 
Dakota recently enacted such fi- 
nancial responsibility _ legislation. 
Georgia, Indiana, Iowa; Pennsy]l- 
vania and California have legislated 
increases in the limits of liability 
under their respective laws. The in- 
crease in California becomes effec- 
tive in July 1959; the others went 
into effect in January 1958. 

North Carolina enacted legislation 
effecting compulsory automobile in- 
surance Jan. 1, 1958. This law is 
applicable to all motor vehicles reg- 
istered in the State. Proof of finan- 
cial responsibility, 5/10/5, must be 
filed for every vehicle registered, 
and any motor vehicle owner in the 
State failing to furnish such proof 
of financial responsibility may be 
fined up to $50, or imprisoned for 
30 days. The law also requires merit 
rating. 

The revised charts show interest- 
ing changes in application of the 
financial responsibility laws to prop- 
erty damage. In New York and 
Georgia all accidents resulting in a 
minimum of $100 property damage, 
in lieu of the previous amount of 
$50, are automatically subjected to 
the requirements of these States’ 
financial responsibility laws. 

Oregon, however, now requires 
that all accidents involving a mini- 
mum of $50 property damage, in 
lieu of the previous $100 minimum, 
automatically subject the involved 
parties to the State’s financial re- 
sponsibility law. 

The Kansas law, which previously 
did not specify any minimum prop- 
erty damage amount, now stipulates 
that all accidents involving at least 


(Concluded on page 30) 


Notes to Chart | Appearing on Opposite Page 


t—Effective January |, 1958. 
+—10/20/5 after 7/1/59. 


a—Application of minor for driving license to be 
accompanied by proof, same to be maintained 
until minor reaches 21, 


b—Vehicles owned by minors cannot be registered 
unless proof filed; minors under 18 may operate 
only insured vehicles. 


c—Minors owning motor vehicles must furnish 
proof before registration. 


d—Requirement of proof discretionary. 


e—Appeal to court automatically stays suspen- 


sion, and court may exempt motorist not at 
fault. 


f—Where property damage is less than $300, 
security not required in behalf of non-resident 
except on request. 


g—Proof not required if claims settled or security 
filed BEFORE suspension. 


h—Commissioner may stay suspension for not ex- 
ceeding four months in case of hardship or 
doubt as to liability. 


"i—Person whose proof furnished by employer. 


j—Security required only if operator is convicted 
as a result of accident. 

— és . . es 

k—In case of undue hardship Commissioner may 
dispense with release. 


I—Minimum security $500. 


m—Motorist completes and returns SR-2I form 
mailed by F. R. Division. 


n—Registration of owner not suspended where 
under law owner is not legally liable. 


o—Applicable to personal injury only if serious 
enough to require medical attention. 


p—Car stopped at stop sign or light, or where 
other person convicted. 


q—Inapplicable to person who was unable to pro- 
cure insurance because of race or color. 


r—Person who has received payment for his 
damages. 


s—Operator employed by owner. 


t—In hardship cases court may modify extent of 
compliance with security requirement, and in 
that event proof is required. 


u—lf insurer of any operator settles, all operators 
deemed released. 


v—Owner subject to law if employer of driver. In 
that event registration of employer suspended. 


w—Privilege to drive as chauffeur in course of 
employment not suspended. 


x—Discretionary as to owner. 


y—When license restored after lapse of | year 
without suit, proof must be given for 3 years. 


z—Non-owner subject to requirements may oper- 
ate vehicle when owner has furnished proof. 


aa—Applicable only to accidents on streets and 
highways. 


bb—Owner exempt if vehicle operated by bailee 
for hire or by person not his agent, employee 
or member of his family. Driver exempt if 
employer's vehicle was operated. 


cc—Court has discretion to restore license where 
needed for occupation. 


dd—Registrar shall not require security for bene- 
fit of person who fails, after notice, to give 
information as to extent of injury or damages. 


ee—In action against nonresident, plaintiff may 
move for security. 


ff—Commissioner may issue limited license or 
registration when necessary for occupation or 
livelihood, 


gg—Law affects driving licenses only, not regis- 
trations. 


hh—All policies must include uninsured motorist 
coverage. 


ii—Period proof required not specified in law. 
ji—Car stopped at traffic signal. 


kk—As respects permission, insurer may correct 
report only by filing affidavit within 30 days 
after receipt. 


U.J.—Unsatisfied judgment fund. (Effective in 
Maryland June I, 1959). 


Imp.—Where owner or operator of motor vehicle 
involved in accident fails to establish exemp- 
tion from security requirements or to deposit 
security, vehicle must be stored until owner 
or operator complies with financial respon- 
sibility law. Judgment creditor may levy exe- 
cution against vehicle. Prior liens not affected, 


Compulsory Laws 


Massachusetts. Applicable to all owners of 
motor vehicles registered in the state and to 
owners of motor vehicles operated in the state 
for more than 30 days in any year; coverage 
prescribed by statute; territory: highways of 
Massachusetts only; quest coverage excluded; 
all policies coterminous with registration: 
owner must file certificate of insurance; 20 
days' notice of cancellation, with reasons, 
required—to other party and Registrar; notice 
of intent not to renew to be given by insurer 
before November 16; cancellation or refusal 
to renew reviewable by Board of Appeal; 
operation without required proof punishable 
by fine of $100 to $500 or imprisonment for one 
year; rates made by Insurance Commissioner. 


New York. Applicable to all owners of motor 
vehicles registered in the state, and to all 
owners and operators of motor vehicles used 
in the state, resident or non-resident; coverage 
prescribed by regulation; territory: U.S. and 
Canada; policy need not be coterminous with 
registration; owner must file certificate of in- 
surance, but after first year, upon renewal of 
registration, statement by applicant that proof 
is in effect is acceptable; 10 days' notice to 
named insured required upon cancellation or 
failure to renew by insurer; upon termination 
by cancellation or failure to renew, notice 
shall be filed by insurer with Commissioner 
within 30 days after effective date; detailed 
penalty provisions relating to operation with- 
out proof in effect, applic=ble to motor 
vehicles registered in New York or elsewhere; 
violation results in revocation and is punish- 
able as misdemeanor by fine of $100 to $1000 
and/or imprisonment for one year; rates made 
by insurers, subject to prior approval of Super- 
intendent. 


North Carolina. Applicable to all owners of 
motor vehicles registered in the state; cov- 
erage: proof of financial responsibility as 
defined in financial responsibility law; territory: 
U.S. and Canada; policy need not be coter- 
minous with registration; owner must file cer- 
tificate of insurance; I5 days' notice to named 
insured required upon cancellation or failure 
to renew by insurer; upon termination by 
cancellation or failure to renew, notice shall 
be mailed by insurer to Commissioner within 
15 days after effective date; owner of motor 
vehicle registered in state who operates of 
permits operation without financial responsibil- 
ity in effect auilty of misdemeanor punishable 
by fine of $10 to $50 or imprisonment for 30 
days; rates made by company-operated bureau 
created by law; requires merit rating. 


— 
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FINANCIAL RESPONSIBILITY LAWS 
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CHART II 


FINANCIAL RESPONSIBILITY AND RELATED LAWS — 
SUPPLEMENTARY ANALYSIS 


JUDGMENTS 


Applicable 

to judgments 
Minimum of other 
property states (S) 
damage | and Canadian 

provinces (P) 


POLICY CERTIFIED AS PROOF 


Notice of Filing by nonresident of 
termination | certificate of unadmitted | for absolute in plan 
(cancellation insurer liability required 

(C); expiration! Certificate Subject to by law 
(E)) acceptable| compliance 
by insurer 
with certain 
conditions 


Provision Participation 



































| C — 10(5) 
Cc — 30 








Yes 





Mississippi Nor in. ; Cc, - Y ( Yes 
Missouri _ 
Montana 
Nebraska 
Nevada — 

















New Mexico 
New York 


North Carolina No min. 
North Dakota No min. 
No min 


in. Dine - 10 1s = Yes 
S&P C,E — 10 Yes 
































CE — 20 
Cc — 10 


No 
Yes(1) Yes(1) 


5—If certificate specifies expiration date, notice of 
expiration not required. 

6—All policies issued in state must meet requirements 
of act and must include uninsured motorist 
coverage. 

7—Policy need not cover guest liability. 


I—Insurer must deposit security for each policy. 

2—Proof not required. 

3—Refund of unearned premium required. 30 days’ 
notice required on assigned risks; no provision as 
to others. 

4—Insurer's right to cancel restricted. 


Copyright 1958 Association of Casualty and Surety Companies 


ed by the insurance companies. 
North Dakota, on the other hand, 
requires that the Fund be administer- 
ed by the State. 

Eight of Canada’s ten Provinces 
already require Unsatisfied Judgment 
Funds. The only exceptions are Sas- 
katchewan and Quebec. 


All States Require Proof 
Of Financial Responsibility 
(Concluded from page 28) 


$100 property damage make the in- 
volved parties subject automatically 
to the specifications set forth by the 
provisions of the new legislation for 
Kansas. 

Only two states—New Jersey and 
North Dakota—now have in effect 
Unsatisfied Judgment Fund Laws, 
but effective June 1, 1959, the State 
of Maryland also will have provision 
for such a Fund. Maryland’s Fund, 
like New Jersey’s, will be administer- 


“A debtor may be a good 
egg, but if coddled long 
enough he can become hard 
boiled.” 

—C.L.L.A. Journal 
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Cost of Employees’ Dishones: y 
Half of Fire Loss, Says Sked 

Embezzlement and other acis of 
dishonest employees are runnin: up 
losses to employers that total half 
the annual cost 
from fires, says 
Wilson D. Sked, 
Chicago, vice 
president of 
Marsh & McLen- 
nan, Inc. 

Only the re- 
luctance of many 
managements to 
divulge the ex- 
tent of thefts by their personnel pre- 
vents showing the complete statistical 
evidence of the mounting losses sus- 


W. D. SKED 


‘tained by ' companies ' which have 


failed to protect themselves with 


‘coverage against crimes in this cate. 


gory, declares the officer. of the in- 
surance brokerage concern. 


Ways to insure against intra- 
company theft were discussed by 
Mr. Sked in addressing a_ joint 
gathering of members of the Knox- 
ville Wholesale Credit Association, 
Retail Credit Association, Office Man- 
agement Association and insurance 
executives and agents. 


Mr. Sked, divisional vice chair- 
man, Insurance Advisory Council of 
the National Association of Credit 
Management, discussed development 
of sound insurance programs, from 
the standpoints of protection of a 
business and the insurance man’s re- 
sponsibilities at the direction of the 
company’s management. Besides em- 
phasizing the forms of anti-theft pro- 
tection he described the importance 
of key-man coverage. 


Virginia Increases Under-25 
Auto Premium Rate by 40% 

In Virginia, insurance companies 
have won an overall increase of 6.12 
per cent in the rates for automobile- 
damage insurance, but for the under- 
25 male driver who is owner or prin- 
cipal operator of a car in Virginia, 
the rate increase is 40 per cent. Na- 
tionwide statistics for 1957 show 
that more than 26 per cent of drivers 
involved in fatal accidents were un- 
der 25 years of age. 


Losses of $147 millions on auto- 
insurance operations were reported 
for 1957 by 114 companies. ‘They 
paid out $116.70 in liability claims 
for every $100 earned in premiums. 














KEEPING INFORMED 


How To Get THE MostT Out of Your 

Federal Agency-Insured Savings— 
Suggestions and free list of highest 
rates, obtainable from Investorserv- 
ice, 11 West 42nd St., New York 
36, N.Y. 


PusLic Bonp IssuEs For NEw Prog- 

ECTS — Surety Safeguards — Re- 
sult of a survey into the increasing 
need for investment of private and 
public funds in state and municipal 
bonds, the 16-page booklet briefly 
explains types of bond issues and 
points out functions of the corporate 
surety bond in safeguarding such 
funds. Free, from Surety Association 
of America, 60 John Street, New 
York 38, N. Y. 


SupPLIER’s PROTECTION UNDER NEw 

CoNsTRUCTION Bonps—Artic'e by 
George Ashe, manager -collection de- 
partment, Credit Men’s Association 
of Eastern Pennsylvania, is interest- 
ing and is recommended to all en- 
gaged in the construction field. Re- 
prints available at 25c each to 
defray cost of printing and mailing. 
Address George Ashe, Credit Men’s 
Association of Eastern Pennsylvania, 
1218 Chestnut St., Philadelphia 7, 
Pa. 


CuHEck INDORSEMENTS—A 24-page 

book'et on how to indorse a check 
on which your name has been mis- 
spelled. Also answers many other 
questions about indorsements. Write 
to Hammermill Paper Co., 1523 East 
Lake Rd., Erie 6, Pa. Price 10¢ a 
copy. 


Traps TO Avorn IN SMALL BUSINESS 

MANAGEMENT —A_ 4-page leaflet 
giving causes of bankruptcy in a 
group of small businesses. It points 
out 18 particularly dangerous pit- 
falls that await unwary management. 
Write to the Smal! Business Admin- 
istration, Washington 25, D.C. Free. 





Informative reports, pamphlets, 
circulars, etc., which may be of 
interest to you. Please write di- 
rectly to the publisher for them. 
CREDIT AND FINANCIAL MAN- 
AGEMENT does not have copies 
available. 


Guides to Improve Executive Operation 


To expedite receiving booklets 
described below in this column, 
address all inquiries concerning 
Efficiency Tips to CREDIT AND 
FINANCIAL MANAGEMENT, 229 
Fourth Ave., New York 3, N. Y. 


EFFICIENCY TIPS 


705—Actual letters showing distinc- 
tive type styles of new Remington 
Rand Statesman proportional-spacing 
electric typewriter are available in 


special folder. Ask us for RE#8922. 
” 


706—Maps for business uses, Busi- 
ness-Man’s Atlas of the U.S., world 
maps in line of The George F. Cram 
Co. are illustrated and described in 
literature available free. Write us. 

+ 


707—Carb-VELOPE, single mailing 
unit combining sales message, return 
card and addressed envelope, is de- 
scribed in brochure. Sent on request. 








BOOK REVIEWS 


Risks WE Face—An introduction to 
Property Insurance. Edited by L. 
J. Ackerman and Ralph W. Bugli. 
Rev. ed. 1956. National Board of 
Fire Underwriters, 85 John Street, 
New York 38, N. Y. 132 pages. 

e Non-technical manual of property 
insurance that will interest insurance 
buyers, homeowners and all others 
who can utilize a general approach 
to the subject. Emphasizing that 
property insurance is the foundation 
stone of the entire credit system, the 
authors briefly discuss the economic 
importance of the industry, describe 
aspects of property insurance today. 
Steps in handling group and indi- 
vidual perils, provisions of the prop- 
erty insurance contract, essential 
coverages and “package” forms are 
explained. Single copies available 
from National Board of Fire Under- 
writers, att. D..B. Sherwood. 


| use them FREE for 10 days! | 


900 COLLECTION LETTERS 
—THAT BRING IN THE MONEY! 







volume — 






coniplete series . . 









TESTED AND PROVED 
SUCCESSFUL IN 
ACTUAL USE 
Remember, all these successful 
letters are ready for you to 


use at once... and any one 
could easily be worth hundreds 
of dollars to you, ‘not only in 
increased collections, but in 
time and effort. Veteran credit 
men are enthusiastic in their 
praise of the ‘Complete Credit 
and Collection Letter Book.’’ 
George J. Schatz, Vice-Presi- 
dent of Commercial Factors 
Corporation, says: ‘‘This book 
not only supplies ‘know-how,’ 
but also makes available dozens 
of new credit and collection 
ideas.”” And W. R. Dunn, Gen- 
eral Credit Manager of Gen- 
eral Foods Corporation says: 
“This book is full of the how- 
to-do-it of making your letters 
human, tactful and effective.” 


collectible— 





increasing pressure—14 ‘‘first let- 
ters’”’ that bring in payments— e letters to chronic “‘discount chisel- 
forceful ‘‘one-shot’’ letter used to 
collect accounts charged off as un- @ 5 letters to customers whose checks 


10-DAY FREE TRIAL! 


work? Mail the counon below for a Free-Examination copy of the book today! 


PRENTICE-HALL, Inc., Dept. 5130-M1, Englewood Cliffs, N. J. 
Please send me a Free-Examination copy of tne “Complete Credit ana Collec- 
tion Letter Book.’ Within 10 days | will either remit $4.95 plus postage 
or return the book and owe nothing. 


Ready-to-use for Quick Results 
HERE’S HOW TO PULL IN THE CASH—get the ‘‘slow pays’’ off your books — 


without wasting time and money! Send today for a Free-Examination copy of the 
greatest group of credit and collection letters ever put between the covers of a single 


Complete Credit and Collection Letter Book 


by JOHN D. LITTLE 


Each and every one of the 500 letters in this new book has heen thoroughly tested 
anu proved successful. Each one is ready for you to use ‘‘as is’’ or with only slight 
variations to fit your particular needs. You'll find individual letters, as well as 
. dozens of openings and ‘‘hooks” to vary your approach .. . 
techniques and ideas ready to go to work for you AT ONCE. 








Just a hint of the gold-mine of ideas you'll get: 

¢ simple collection “‘hook” that brings © successful ways to collect from non- 
in an 89% response— —— 
collection series that gets speedy re- © dozens of fresh variations on the 
sults from bad risks — 
successful 3-stage letter that applies e 3 ways to calm down customers 


profit organizations — 

tiresome ‘‘please remit’’ theme— 
dunned for bills already paid — 
ers” — 


have “‘bounced. 
Why not see for yourself how tremendously 
helpful these great letters can be in your 





NEW FEDERAL LAWS AFFECTING CREDIT 


$4,200 as at present, to become effective Jan. 1, 
1959. It will be recalled that last February a 
new law backed by NACM went into effect to 
require employers who were notified of a de- 
linquency in their withholding taxes to set up 
special bank accounts for such taxes or suffer up 
to a $5,000 fine or up to a year in jail, or both.) 


Help For Small Business 


Another new law, the Small Business Invest- 
ment Act, makes long-term credit and equity 
capital more readily available to small business. 
Under the new statute the Small Business In- 
vestment Division is established within the Small 
Business Administration to provide loans to 
State and local development corporations for 
supplying small businesses with long-term credit 
or equity capital at interest rates not exceeding 
prevailing local rates. 

The Renegotiation Act scheduled to expire on 
December 3lst was given a six months exten- 
sion to June 30, 1959, during which time Con- 


INSURANCE ON A GLOBAL BASIS 


as he can. The insurance company should fully under- 
stand and appreciate the risk it is accepting. 


It is not always possible to put in exact words every 
sense of such an understanding and often much time 
must elapse before many of the essential details are 
available but, where there is that integrity and faith, 
there is justifiable confidence on both sides. It has been 
my experience that there is little problem of coverage 
or loss adjustment where such a condition exists, and it 
can exist when each party is careful of the company 
he keeps. 


We therefore select our insurance carriers with great 
care, judging them by their integrity and by the facilities 
they have to provide the protection and service we need 
at reasonable cost. For example, our workmen’s com- 
pensation, public liability and automobile liability cov- 
erages are placed with Liberty Mutual Insurance Com- 
pany because of their special ability to work with us in 
the prevention of loss, because they have the staff to 
handle claims efficiently at our far-flung locations, and 
because we feel there is mutual understanding of our 
problems. 


Greeks Had a Word for It 


For those who want a little historic flavor, let me say 
that the earliest form of insurance was probably a 
bottomry bond (a poor relative of marine insurance) 
among the ancient Greeks. The earliest form of marine 
insurance was in the late 1100’s. Life insurance came 
in the 1500’s; fire in the 1600’s; aviation in 1912; and 
true hospital insurance in the 1930’s. 

In recent years there have been no new types of in- 
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gress will continue its study to determine if 
further continuation of the Act is needed. 


Reciprocal Trade Act Extended 


The Reciprocal Trade Agreements Act was 
extended another four years, giving the Presi- 
dent power to cut tariffs 20 per cent in that 
period. Secretary of Commerce Sinclair Weeks 
termed the extension “the longest ever made” 
and said the Act was “the best yet—something 
we can really do business with.” The domestic 
textile, chemical and other industries were op- 
posed. 

Under the new law no more than a 10 per 
cent reduction can be negotiated in one year. 
Congress, by a two-thirds vote of both House 
and Senate, can override the President’s rejec- 
tion of any Tariff Commission decision for re- 
lief of a domestic industry damaged by foreign 
goods imports. 


Robert L. Roper 


BEGUN ON PAGE 12 


surance, unless nuclear energy insurance and expropria- 
tion and convertibility of foreign currency coverage 
could be called new types. There have, however, been 
many new forms and variations which tend to give much 
broader coverage in one form or unite various forms in 
a package. There has also been a tendency to give even 
greater protection by “umbrella” and “difference of 
conditions” coverages. 

The “umbrella” coverage is a liability policy with very 
high limits and almost limitless scope which one places 
on top of his standard liability policy. “Difference of 
conditions” coverage is a form of umbrella for physical 
loss, rather than liability, by which the usual policy 
covering fire, wind, and the like is supplemented by a 
contract covering the difference between the usual policy 
and all other unnamed risks which might arise. 


Eight Areas of Insurance 


In a broad way the field of insurance can be broken 
into certain sections (and ten people could give ten 
different breakdowns): (1) fire, including such fields as 
wind, hail, riot, earthquake, explosion; (2) marine, 
which covers movable items, such as boats, cargoes, con- 
tractor’s equipment, furs, jewelry, cash; (3) casualty, 
which includes workmen’s compensation, liability for in- 
jury or death, and liability for damage to the property 
of others; (4) boiler and machinery; (5) fidelity and 
surety; (6) credit and title insurance; (7) life, also 
pension, hospital-surgical, accident; (8) miscellaneous, 
such as insurance against expropriation of property in 
a foreign country and convertibility of foreign currency. 

This breakdown is a very broad picture of types of 

(Concluded on page 36) 
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(Conciuded from page 23) 





This plan requires no deposit bal- 
ance, no periodic clean-up, and it 
can be continued indefinitely with 
the assurance of a continuing source 
of funds. every day in the year. 
Some firms use the plan for short 
periods to supplement their bank 
horrowings; others use it constantly. 










INVENTORY FINANCING 


Sometimes when the cash needed 
js greater than the amount the re- 
ceivables offered would warrant ex- 
tended, such companies as ours will 
make advances against both finished 
goods and raw materials. This is 
known as inventory financing. 

As the finished products are sold 
and shipped, these inventory loans 
are automatically liquidated by ac- 
counts receivable financing. 














OTHER TYPES OF FINANCING 





Among other types of financing 
are loans on fixed assets and other 
security, as well as the financing of 
heavy machinery and equipment. 

The automotive equipment time 
payment plan is sponsored by over 
100 manufacturers of automotive 
shop equipment. 














AUTOMOTIVE EQUIPMENT PLAN 


Many parts wholesalers are also 
jobbers of automotive shop equip- 
ment and tools which they sell to 
dealer service departments, indepen- 
dent repair shops and service sta- 
tions. The jobber can sell and fi- 
nance such sales for unlimited 
amounts on a monthly payment plan 
without employing a dime of his 
own money or borrowed money. 

Under this arrangement, which we 
handle through over 400 local off- 
ces, the jobber can sell any number 
of pieces of equipment on one con- 
tract with as little as 10% down, al- 
though the average down payment 
is approximately 20% of the selling 
price. 

Upon approval of the credit, we 
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What you don’t know may 
not hurt you, but it may 
make you look pretty 
stupid. 







—N. A. Rombe 

















send the jobber a check for the full 
amount owed him, and our local 
office takes over the full responsi- 
bility for credit and collection serv- 
ice. So the jobber gets paid immed- 
iately—the same as on a full cash 
sale—and Commercial Credit carries 
the paper up to 36 months. 





Flattery is something nice 
someone tells you about 
yourself that you wish were 
true. 

—Anonymous 





G. A. STRADER 


(Concluded from page 22) 


ance companies settle for only 80 
per cent of the loss.” This is a 
doubly dangerous error. 

It is the policyholder who settles 
for 80 per cent, not the insurance 
company—let’s not put the cart be- 
fore the horse! The companies pay 
off at the full 100 per cent current 
value of the property damaged, if 
the policyholder complies with his 
policy’s conditions. The policyho!d- 
er settles, in premium payments, in 
80 per cent proportion of the in- 
sured property’s full current value. 

It is highly advantageous for busi- 
ness concerns—at whatever level of 
either production or distribution— 
to review their insurance coverage 
at frequent intervals. The addition 
of capital assets, individually mod- 
est, often attains high accrual values. 
The expansion of inventories, aug- 
mented by seasonal extensions, often 
carries capital values to very high 
peaks. The inflationary spiral alone, 
quite apart from capital additions, 
has been sufficient to raise the value 
of capital assets to a dangerously 
high level in ratio to the insurance 
coverage currently carried. When 
this coverage becomes insufficient, a 
double loss is always in prospect: 
the direct loss from underinsurance, 
and the related loss implicit in the 
coinsurance clause. 

If such reviews were made a mat- 
ter of routine at frequent intervals 
throughout the feverish economic 
period in which we live and work, 
there would be little opportunity for 
a nationwide appraisal organization 
to report average insurance recover- 
ies of only 52 cents on the dollar 
and, all too often, as low as 14 per 
cent of the loss. 














Every year companies go out of busi- 
ness—or suffer severe loss—because 
of inadequate insurance coverage. 

Protecting your business is the 
business of Ebasco’s insurance spe- 
cialists. They do not sell insurance— 
but they will survey your insurance 
needs and give you skilled, objective 
help on your company’s insurance 
program. 


EBASCO SPECIALISTS WILL: 


e analyze the hazards peculiar to 
your business 


e assist in selecting the types of in- 
surance best suited to your needs 


e keep you advised on changes and 
developments that affect your cov- 
erage. 


Find out now about the insurance 
services offered by Ebasco’s special- 
ists. It will assure you of a sound 
comprehensive insurance program at 
low cost. Send for our booklet “Let 
Ebasco help you get the most out of 
your insurance program.” No ob- 
ligation, of course. 


Write: Dept. J. Ebasco Services 
Incorporated, Two Rector Street, 
New York 6, N. Y. 
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Members of the Senior Class at NACM’s 


Graduate School at Dartmouth College 


2d Take Home Dartmouth Executive Awards 


IFTY-THREE financial leaders 

have received the 1958 Executive 
Award on completing the three-year 
course given by the Graduate School 
of Credit and Financial Management 
at the Amos Tuck School of Business 
Administration, Dartmouth College, 
Hanover, N. H. The graduates were 
from all parts of the nation, and 
from many lines of business and 
industry. 

The School, conducted as summer 
sessions by the Credit Research 
Foundation of the National Associa- 
tion of Credit Management, has 
been in operation at Dartmouth 
College for nine years. The seventh 
session at Stanford University, Palo 
Alto, Calif., was held in July with 
19 Executive Awards presented (See 
September CFM p.29). 

The commencement address _ at 
Dartmouth was given by William J. 
Dickson, consultant, credit and col- 
lection service, General Electric Co., 
New York, as executive director of 
the school. 


Winners of Awards 


This year’s Dartmouth session in- 
cluded 198 students and 16 faculty 
members, 4 assistant directors and 
5 conference leaders. 

Winner of the Alumni Association 
Honor Merit Award as the senior 
who has made the most outstanding 


.contribution to leadership in the 
‘class and to the school was P. Henry 


Mueller, assistant vice president, 
First National City Bank of New 
York. The presentation was made by 
C. Houghton Birdsall, Jr., assistant 
vice president, Chemical Corn Ex- 
change Bank, New York, past alumni 
president and a 1955 graduate. 

The American Petroleum Credit 
Association Award for the best Man- 
agement Study report, on the basis 
of value to credit and financial ex- 
ecutives and originality of material, 
was won by William S. Durrant, as- 
sistant cashier, Bank of America 
NT&SA, San Francisco. His topic: 
“Financing of Motor Carrier Equip- 
ment.” The Award was presented by 
O. E. Barnum, treasurer, American 
Bridge Division, United States Steel 
Corporation, Pittsburgh. 

Dr. Carl D. Smith, consultant of 
the Graduate School, presented the 
candidates for diplomas, which they 
were awarded by Mr. Dickson. 


CALIFORNIA 


Los Angeles—Atva W. GtLuck, 
branch credit manager, The Hoover 
Co.: Ropert F. MAGEE, branch man- 
ager, Bank of America NT&SA. 

San Francisco—WILLIAM S. Dur- 
RANT, assistant cashier, Bank of 
America NT&SA; Jounn A. GuILBERT, 
assistant cashier, Bank of America 


NT&SA. 
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CONNECTICUT 


Hartford—Cuar_es E. Lorp, as- 
sistant vice president, Hartford Na- 
tional Bank and Trust Co. 


GEORGIA 


Atlanta—W. R. Dacue, district 
credit manager, Aluminum Co. of 
America; C. R. Fountatn, assistant 
credit manager, Gulf Oil Corp. 

Bremen—ALBERT BULLARD, assist- 
ant credit manager, Sewell Manu- 
facturing Co. 


ILLINOIS 


Chicago—THomas_ L. Hanson, 
credit representative, American Steel 
and Wire Div., U. S. Steel Corp.; 
DonaLp W. JAcosus, regional credit 
manager, U. S. Steel Supply Div., 
U. S. Steel Corp.; Raymonp A. 
JOHNSON, assistant credit manager, 
Sunbeam Corp. 

Cicero—RoBeErT F. JOHNSTON, as- 
sistant credit manager, A. O. Smith 
Corp., Permaglas Div. 

Moline—HERBERT V. JOHNSON, as- 
sistant credit manager, John Deere 
Plow Co. of Moline. 

Robinson—LEsTER J. KLENK, dis- 
trict credit supervisor, The Ohio Oil 
Co. 


INDIANA 
Indianapolis—DeELBERT D. Cor- 















gIN. district credit manager, The Ohio 
Oil Co. 


KANSAS 


Wichita—Wayne G. Harvey, as- 
sistant controller, Martin K. Eby 
Construction Co., Inc. 







LOUISIANA 


New Orleans—EMANUEL F. Mar- 
TINEZ, assistant credit manager, Gulf 
Refining Co. 








MAINE 


Portland—WILLI1AM JD. IRELAND, 
Jr., vice president, The Canal Na- 
tional Bank of Portland. 










MASSACHUSETTS 


Boston—TuHomas J. Brown, as- 
sistant credit manager, Gulf Oil Corp. 
Maynard—Peter M._ RepING, 
manager, business section, plastics 
group, Raytheon Manufacturing Co. 











MICHIGAN 


Detroit—Tuomas L. ApAms, credit 
representative, Great Lakes Steel 
Corp.; VAUGHN A. KNUDSEN, comp- 
troller, Refrigeration Discount Corp. 












MISSOURI 

~ Kansas City—Tuomas J. THorPE, 
credit manager, Universal Atlas Ce- 
ment Co. 





NEBRASKA 


Omaha-—Joun R. MUELLER, assist- 
ant to the treasurer, Carpenter Paper 


Co. 












NEW JERSEY 


Milltown — WiLtiAmM Rooney, 
credit manager, Personal Products 
Corp. 

Somerville—Rosert L. WEEKs, 
credit manager, Ethicon, Inc. 
















NEW YORK 


Auburn—JAMEs M. GALLAGHER, 
credit manager, Electronic Compo- 
nents Dept., General Electric Co. 

Cayuga—WiLpur L. TowNseENpD, 
retail investments manager, The 
Beacon Milling Co. Inc. 

New York—Howarp F. ANDERSON, 
branch manager, First National City 
Bank of New York; CuHaries W. 
BLur, senior credit analyst, First Na- 
tional Bank of Boston; Rosert W. 
BriNK, credit representative, Ameri- 
can Steel and Wire Div., U. S. Steel 
Corp.; Wituram L. Buscu, general 









credit manager, Charles Pfizer & Co., 
Inc.; FRANK V. GATES, manager, 
credit & collection div., U. S. Steel 
Export Co.; Davin T. Hopper, credit 
manager, ACF Industries Inc.; SAM- 
UEL W. KEARNEY, assistant section 
head, credit department, First Na- 
tional City Bank of New York; P. 
HENRY MUELLER, assistant vice pres- 
ident, First National City Bank of 
New York; JoHn H. NEWBERGER, 
senior credit man, Commercial Fac- 
tors Corp. 

Rochester—Grorce M. ANGLE, 
vice president, Genesee Valley Union 
Trust Co.; Lester G. WILTERDINK, 
general credit manager, Stromberg- 
Carlson. 

Troy—Epwarp F. Moy.an, exec- 
utive vice president, Manufacturers 
National Bank of Troy. 


OHIO 


Cincinnati—JoHNn W. GANTT, as- 
sistant vice president, First National 
Bank of Cincinnati. 

Cleveland—ArtHuR J. COoL.ins, 
assistant credit manager, Republic 
Steel Corp.; James D. STEVENSON, 
credit manager, The Reliance Elec- 





tric and Engineering Company. 

Middletown—RicHarpD W. Hayes, 
credit manager, Armco Drainage & 
Metal Products, Inc. 


PENNSYLVANIA 
New Holland—Arvio L. KReErTz, 


field credit manager, New Holland 
Machine Co. 

Pittsburgh—Grorce A. ALLEN, 
credit representative, central opera- 
tions, U. S. Steel Corp.; Grorce E. 
DANIELS, credit manager, Rockwell 
Manufacturing Co.; JAsPpER M. WIL- 
LIFORD, assistant credit manager, Na- 


tional Tube Div., U. S. Steel Corp. 


TEXAS 
Houston — Mrs. Beatrice R. 
ApbAMS, credit manager, Behrings 


Bearing Service, Inc.; WAYLAND C. 
PHILLEY, area credit manager, Oil 
Well Supply Div., U. S. Steel Corp.; 
Lewis SEAGO, credit manager, Hous- 
ton Oil Field Material Co., Inc. 


VIRGINIA 
Franklin—Joun M. Camp, JR., as- 
sistant treasurer, Union Bag-Camp 
Paper Corp. 








NAME 


ADDRESS 


CITY. 


Cee | 


CREDIT AND FINANCIAL MANAGEMENT, October, 1958 





| LOOKING J OR MORE BUSINESS 


7Y,. 
2. 


... Without sticking 
your neck out? 










Here is a way you can supply 

your distributor with a complete line of 
your product without additional credit risk. 
Under our Controlled Credit Distribution plan, 
you retain title to the merchandise right 
up to the “point-of-sale”. Mail the 


coupon for full information. 
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coverage. They often are combined in one policy for 
simplicity, such as automobile insurance which has liabil- 
ity, fire, and medical types in one package, and the 
homeowner’s policy which has fire, liability, and marine. 

As insurance manager for Freeport Sulphur Company 
and its affiliated companies, principally Cuban American 
Nickel Company, Moa Bay Mining Company, and Na- 
tional Potash Company, my job is to insure the em- 
ployees, properties, and operations of these companies 
against a lot of things that can happen to them directly 
or indirectly. Our principal products at the moment are 
sulphur, oil, gas, potash and nickel. Our principal oper- 
ations are in the United States and Cuba, but at any 
time one or more of our employees may be in most any 
country of the world selling our products or looking for 
minerals. 

Sulphur operations are our oldest and largest at the 
moment. We have five operating properties scattered over 
75 miles of southern Louisiana from one mile to forty 
miles from the Gulf, mostly in water and mud and often 
in hurricanes, high winds, and high water. It was quite an 
engineering feat to build most of these plants where 
there is no solid ground, where buildings are usually 
connected by catwalks, and where there is no access 
except by water. 


Communication Problems 


Transportation among three of the plants and the 
town and shipping center at Port Sulphur (the latter 
having just about enough land to keep the population a 
part of the United States) is either by boat or amphibi- 
ous plane. Because telephone poles won’t float, com- 
munication among the properties is principally by 
phone through the use of microwave towers (which beam 
many TV programs and phone calls across the United 
States). Radio is also used, just in case. Much of the 
sulphur operations, for example the power plants, ware- 
houses and shipping, is not unusual from the insurance 
standpoint, but our location in the marshland of Louisi- 
ana adds some features to insurance that are not routine. 

The sulphur operations require a blend of land, sea, 
and air insurance. For example, in drilling for sulphur, 
which is done in a fashion similar to oil, part of it is 
done on relatively firm ground but a great deal of it 
must be accomplished by the use of drilling barges. Thus, 
while an ordinary drilling derrick might be nothing more 
than a frame structure on land, worth $30,000 or so, 
when we take to the water to do our drilling it requires 
a drilling barge worth six or seven times that much, and 
the latter is subject to many more hazards as a com- 
bined drilling operation and vessel operation than the 
former. 


From Land Craftsman to Sailor 


Furthermore, the man working on the land derrick 
may be a skilled craftsman, but when he works on the 
drilling barge he may become a seaman in the eyes of 
the law. Most employees work in regular buildings as 
regular mechanics, carpenters. and so on, but to get to 
work most of them either fly by plane or helicopter or 
ride in cabin cruisers. While it is by no means unique to 
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have a plant subject to high winds in certain ares of 
the country and possibly subject to flood in other sec. 
tions, we are located where both winds and floods can 
strike, singly or doubly—and do. 

Not content with the somewhat unusual hazard: we 
have ashore, we are now constructing a sulphur »lant 
(complete with power plant, warehouse, office, |'ving 
quarters, heliport, and drilling platforms) seven niles 
out in the Gulf of Mexico in 50’ of water. This tant 
will be about one mile long and will bring sulphur up 
from under the bottom of the sea. This is not the first 
offshore structure built. There are the Texas Towers for 
radar off the New England coast, and for years there 
have been oil drilling platforms in the Gulf. But this 
unit will be by far the largest offshore structure and 
also the only complete permanent operating plant ever 
built at sea. 


Added Hazards in Gulf 


Those who have had property constructed are aware 
that it can be covered for the usual hazards, but in 
building a plant at sea the basic construction will go on 
from barges bobbing about in the Gulf. There will be 
added features such as fog, winds, waves, and passing 
vessels to add to the risk and, because of the location, 
a small fleet of helicopters will be necessary to get 
people in and out of the plant. Probably the most un- 
usual feature of this project, in addition to the un- 
usual risks, will be that some of the insurance will be a 
weird combination of land and sea coverages because 
the property, though a plant such as you might put in 
Sheboygan, for example, bears a remarkable resem. 
blance to a very large vessel anchored at sea, or a 
Golden Gate bridge with no place to go at either end. 

In order to keep our engineering, traffic, accounting, 
and, incidentally, insurance departments on their toes, 
we also are engaged in constructing a nickel mining plant 
in an isolated spot on the northeast coast of Cuba, about 
500 miles east of glamorous Havana but, even worse, 
about 50 miles over mountains and jungles to Santiago 
or 60 miles east along the coast to the nearest post 
office at Baracoa. 


Plant Is Only Part of It 


Because of its location, this property will require not 
only a plant but a hospital, schools, houses, churches, 
stores, a fire department, police department, bus service. 
outdoor movie. The property includes an airport and 
two planes. Too, the natives have been uneasy, and so 
we have intermittently played host to the rebels or the 
Cuban Army (or both, with resulting fireworks). The 
rebels recently played host to a few of our employees 
(as hostages) for a week or so. 

Over in the rolling desert country of New Mexico we 
have a 50 per cent interest in a potash mine. As our 
properties go, this one was relatively normal as regards 
hazards. We dug a hole about 1700’ into the earth, put 
in a couple of elevators, erected a few ordinary build- 
ings, and went into the potash business. Except for the 
sheer joy of driving across the desert 30 miles to work 
each way each day and the occasional risk of turning up 
a tired rattlesnake, this property goes along like any 
normal business operation so far as insurance problems 
are concerned—no winds, no floods, no mud, no jungles. 
no revolution. It is really my favorite property to handle. 
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Simple Photocopy Device Slashes ‘Time 
For Order-Fulfillment by Two-Thirds 


OW may be a very good time to 
N take a closer look at the method 

of processing orders in your 
company, particularly if resigned to 
a traditional tying up of clerical and 
other workers’ time in proofreading 
and checking of data. How a simple 
photocopy device slashed order-ful- 
fillment time two-thirds for Michigan 
Division, Thompson Products, Inc., 
relieved the sales department of bur- 
densome detail, and brought about 
integration of order functions with 
other data processing operations, is 
well worth noting. 


Thompson Products, Inc., is a 
leading manufacturer and supplier 
of automotive, aircraft, industrial 
and electronic products. 


Customer’s Order Photocopied 


Key to expediting order-fulfill- 
ment is the use of the customer’s own 
signed purchase order to _ initiate 
production, explains B. C. Schulte, 
tabulating department manager at 
the Michigan Division in War- 
ren. Thompson’s sales department 
achieves this by using exact photo- 
copies of customer purchase orders 
for entry of production orders with- 
in its own organization. 


The situation which led to the 
adoption of photocopying for order 
entry resulted from a typical prob- 
lem characteristic of the automotive 
parts supply industry. Following the 
custom of the industry, most orders 
are placed to cover the purchaser’s 
needs for a full model-year. Deliver- 
ies against these orders are accom- 
plished through intermittent releases 
on schedules which tie in closely 
with new car production. Invoicing 
is also accomplished intermittently 
with the delivery of each group of 
parts, but pricing is based on the 
full model-year with adjustments ac- 
cording to experience. 

Following time-honored methods, 
sales orders authorizing factory pro- 
duction used to be handled with a 
complete retyping of all order data 
at the time of each release. It literal- 
ly took a battery of typewriters in 
the sales department to keep up with 
the daily volume of 100 to 150 or- 
ders. In addition, it tied up the de- 


TO INITIATE a sales order which 
authorizes production at the Thomp- 
son Products Detroit plant, a clerk in 
the sales department merely places the 
original customer order in the upper 
portion of the Eastman Kodak Veri- 
fax Copier together with a matrix 
sheet. In about a minute the finished 
photocopy is ready for use. This sim- 
ple method makes it possible for the 
sales: department to release .orders in 
a fraction of the time formerly re- 
quired, and at the same time it sets in 
motion a highly automated paperwork 
procedure. 


partment’s clerical staff still further 
checking and rechecking the orders 
to verify accuracy. 

This former clerical procedure 
was also completely isolated from 
similar operations elsewhere in the 
plant. So, other typists had to go 
over the same ground and repeat 
the same proofreading jobs in the 
preparation of shipping papers and, 
later, invoices. 


Updating the System 


Recently, however, Thompson tied 
the entire procedure together with a 
program of integrated data process- 
ing. One of the important keys to 
the new system was relieving the 
sales department of its clerical bur- 
den so that more time could be spent 
in customer contact and service. The 
entire complex typing-and-proof- 
reading was replaced with the instal- 
lation of a Verifax Copier, product 
of Eastman Kodak Company, which 
now makes it possible to handle all 
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sales order releases as a part time 
by-product of other clerical o,era. 
tions. 

The sales department maintains a 
master control schedule covering 
sales order releases. When a release 
comes due, the original purchase or. 
der, under the present systeni, is 
withdrawn from its files, the photo. 
copies required to accomplish the re. 
lease are prepared, and the docu. 
ment is returned to file, all within 
a matter of minutes. The Verifax 
Copier makes it possible for any 
clerk, after minimum training, to 
prepare a dry, ready-to-use photo- 
copy in about one minute. 


Maximum Speed, Minimum Error 


Under this plan, the newly ini- 
tiated sales orders are out of the sales 
department and into the processing 
sequence of the production depart: 
ment without delay and with no 
room for possible clerical error. 
From there, production speed is kept 
at a maximum and error possibility 


- at a minimum through the use of 


Flexowriters, tape-operated electric 
typewriters which put the plant's 
paper work on a self-perpetuating 
basis. Sales orders are now written 
automatically from master tapes. The 
same tapes are used to write invoices, 
and, simultaneously, shipping orders 
are prepared on a robot machine in 
the shipping department. 

“This paper work automation 
makes it possible for Thompson 
Products to enter and process its 
sales orders in just a little more 
than a third of the man-hours for- 
merly required,” notes Mr. Schulte. 
“Savings have been enough to pay 
for all equipment involved in_ less 
than eight months. Five clerks, who 
formerly held tedious jobs on which 
labor turnover was unavoidably 
high, have now been freed for more 
interesting work elsewhere in_ the 
plant. 

“Just as important, however, cus- 
tomer service is at an all-time high 
and a portion of the sales depart: 
ment’s work which used to represent 
a major administrative problem is 
now one of its stronger operational 
points.” 
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NACM Plea to Limit Tax Priority Wins Round 


House Approval of Bankruptcy Bill Presages Action by Senate 


(Editor’s note: The following 
comments are from the House 
judiciary committee’s favorable 
report of a proposal by the Na- 
tional Association of Credit 
Management that tax priorities 
in bankruptcy be limited. The 
concluding letter is not a part 
of the report, but was submitted 
by NACM to the Senate judiciary 
committee following House pass- 
age of H.R. 12802. The full text 
of report and bill may be ob- 
tained by writing: Clerk of the 
Document Room, U.S. House 
of Representatives, Washington 
25, D.C. for House Report No. 
2535—85th Congress.) 


HE fundamental policy of the 

Bankruptcy Act is to provide a 

means for the effective rehabili- 
tation of the bankrupt and the equi- 
table distribution of his assets among 
his creditors. Under existing law, 
debts for taxes are not affected by 
a discharge in bankruptcy. Similarly, 
taxes are entitled to a priority of 
payment, in advance of the payment 
of any dividend to general creditors, 
which is unlimited as to time. This 
applies to all taxes whether due to 
Federal, State, or local governments. 
Although taxes have enjoyed this 
special status for many years, the 
enormous increase in the tax burden 
during recent years and the conse- 
quent impact on both the distribution 
of a bankrupt’s estate and his finan- 
cial rehabilitation require a modi- 
fication of that status. 


Nondischargeability Aspect 


There are two aspects to the prob- 
lem. The first of these involves the 
nondischargeability of taxes under 
the present law. Frequently, this pre- 
vents an honest but financially un- 
fortunate debtor from making a 
fresh start unburdened by what may 
be an overwhelming liability for 
accumulated taxes. The large pro- 
portion of individual and commer- 
cial income now consumed by various 
taxes makes the problem especially 
acute. The committee recognizes the 
fact that different types of taxes 
present different problems to tax 
collectors. The accuracy of some 
types of tax returns can be deter- 
mined immediately. Others, like in- 


come taxes, require some time to 
audit. 

Rather than attempt a classification 
of the enormous variety of Federal, 
State, municipal, county, city, village, 
and various district taxes for the 
purpose of establishing varying limits 
on dischargeability, the committee 
has extended the original proposal 
of one year for all taxes to three 
years. The fact that tax claims for 
the three years preceding bankruptcy 
will not be discharged should serve 
to discourage recourse to bankruptcy 
as a facile device for evading tax 
obligations. At the same time it will 
become feasible for an industrious 
debtor to reestablish himself as a 
productive and taxpaying member of 
society. 


Equitable Distribution of Assets 


The second aspect of the problem 
involves the equitable distribution of 
the assets of the bankrupt’s estate 
among creditors. The priority claim- 
ant is an unsecured creditor who has 
been placed in a position superior 


House passage of H.R. 12802 
in the last days of the 85th Con- 
gress came too late for Senate 
action this year. It is expected, 
however, that the bill will be re- 
introduced under a new number 
early in the 86th Congress which 
convenes in the first week of 
January. The recent House ac- 
tion should serve to expedite the 
bill’s progress through the House 
at that time and set the stage 
for early Senate consideration. 

—National Legislative 


Committee, NACM 


to that of the general unsecured 
creditors. Thus, administrative ex- 
penses, wage claims, taxes, and rent 
claims where State law gives a prior- 
ity to landlords, are all paid before 
general creditors. The wage priority 
is restricted to $600 per claimant 
earned within three months prior to 
bankruptcy. Similarly, the rent prior- 
ity is restricted to the amount due 
for actual use and occupancy within 
three months before bankruptcy. 
However, there is no time limit 
under the present law on the priority 
accorded taxes. The result has fre- 


quently been that tax collectors, as- 
sured of a prior claim on the assets 
of a failing debtor and assured of 
the nondischargeability of uncollect- 
ible tax claims, have allowed taxes 
to accumulate and remain unpaid for 
long periods of time. With the pro- 
liferation of new taxes and the in- 
creased rates of old taxes, frequently 
little or nothing is left for distri- 
bution. 


Safeguarding Public’s Interest 

The committee has received hun- 
dreds of letters from business firms 
all over the country complaining 
about this situation. The committee 
believes that limiting tax priority to 
those taxes which became due and 
owing within three years preceding 
bankruptcy adequately safeguards 
the public’s interest in the collection 
of revenues while at the same time 
limiting the impact of long accumu- 
lated, unsecured tax claims on gen- 
eral creditors. The imposition of 
such a limitation will induce taxing 
authorities to act to prevent large 
accumulations of tax claims. 

In establishing what this limitation 
should be, the committee was con- 
cerned with its effect in forcing tax 
authorities to precipitate business 
failures in safeguarding the interest 
of the Government. For that reason, 
the committee rejected the one-year 
limitation on both priority and non- 
dischargeability which was first pro- 
posed. However, the committee be- 
lieves that a business which is unable 
to meet tax obligations extending 
back more than three years is un- 
likely to recover financial viability. 
The continued failure to protect the 
Government’s tax interest by insti- 
tuting liens or distraint warrants 
generally results only in compound- 
ing the loss suffered by general 
creditors and the Government as 
well. Furthermore, the effect of forc- 
ing the financial issue may, in some 
cases, be to save the debtor before 
his position becomes helpless. 

The Committee on the Judiciary 
believes that H.R. 12802 presents a 
most desirable and necessary resolu- 
tion of the conflict between the 
demands of the public revenue on the 
one hand and the underlying pur- 

(Concluded on following page) 
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CALENDAR OF EVENTS IMPORTANT TO CREDIT 


San FRANcIsco, CALIFORNIA 

October 9-10 

Pacific Southwest Credit Conference, 
including California, Arizona, 


Utah, Colorado, Nevada 


¢< 


EL Paso, Texas 

October 10-12 

Annual Southwest Credit Conference, 
including Oklahoma, Texas, Ari- 
zona, Arkansas, Louisiana and 
New Mexico 


¢ 


ATLANTA, GEORGIA 

October 12-15 

Annual Conference of American 
Petroleum Credit Association 


¢ 


St. Jos—EpH, Missouri 

October 16-18 

Quad-State Credit Conference, in- 
cluding Kansas, Missouri, South- 
ern and Western Illinois 


¢< 


ATLANTIC City, NEw JERSEY 

October 16-18 

NACM Tri-State Conference, includ- 
ing New York, New Jersey and 
Eastern Pennsylvania 

Host: New York Credit & Financial 

Management Association 


¢ 


BIRMINGHAM, ALABAMA 

October 16-18 

Annual Southeastern Credit Confer- 
ence, covering Tennessee, Missis- 
sippi, Alabama, Georgia, Florida, 
South Carolina, North Carolina, 
Louisiana 


¢ 


WorcESTER, MASSACHUSETTS 

October 22-23 

New England District Credit Confer- 
ence, covering Connecticut, Maine, 
Massachusetts, New Hampshire, 
Rhode Island and Vermont 


& 
Dayton, OHIO 
October 23-24 
Ohio Valley Regional Credit Confer- 
ence, covering Ohio, Western 
Pennsylvania, West Virginia, Ken- 
tucky and Eastern Michigan 


MINNEAPOLIS, MINNESOTA 

October 24-26 

Annual Midwest 
Conference 


Credit 


Women’s 


¢ 


WHITE SULPHUR Sprincs, W. Va. 

November 9-12 

Annual Fall Conference — Robert 
Morris Associates 


ce 


w~ 


TacoMa, WASHINGTON 

March 19-20, 1959 

Conference of the Credit Executives 
of the Pacific Northwest, including 
Idaho, Oregon, Washington, and 
British Columbia 


Da.uas, TEXAS 
May 3-7, 1959 
63rd Annual Credit Congress 


TAX PRIORITIES 
(Concluded from page 39) 


poses of the Bankruptcy Act on the 
other. 


Text of Letter Sent by NACM 
To Senate Committee Chairman 


August 14, 1958 
Dear Senator Eastland: 

We are taking the liberty of call- 
ing your attention to the above 
numbered bill (H.R. 12802—85th 
Congress) which passed the House 
of Representatives on August 12, 
1958. We understand it has now 
been referred to your Committee for 
consideration. This bill is of great 
interest and importance to the busi- 
ness interests of the United States 
and particularly to that segment of 
the business community which is 
engaged in the extension of commer- 
cial credit—some 36,000 of whom 
are members of this Association. 

As you are undoubtedly aware, 
under the existing provisions of the 
Bankruptcy Law, tax claims without 
limit are entitled to priority over the 
claims of merchandise creditors. The 
taxing authorities, both Federal and 
State, taking advantage of this un- 
limited priority, too frequently per- 
mit back taxes to accumulate, as a 
result of which, when bankruptcy 
ensues, the tax creditors often take 
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practically the entire estate to the 
detriment of the other creditors. 


There is generally no way that 
merchandise and banking creditors 
can ascertain the extent of a debtor’s 
liability for unpaid taxes until the 
claims are asserted in the _ bank. 
ruptcy proceedings. The entire basis 
for the extension of credit is often 
destroyed by these concealed liabil. 
ities. H.R. 12802, if enacted, would 
provide a partial remedy for the 
situation outlined above. The bill 
would limit the priority of tax claims 
to taxes which have become legally 
due and owing within three years 
prior to bankruptcy. 

The other feature of the bill is 
one which is of importance to indi- 
vidual debtors who become bankrupt. 
Under the present law, tax claims 
are not dischargeable. A debtor can 
get no relief from the burden of 
taxes through a bankruptcy proceed. 
ing. To corporate debtors, this has 
been of no importance because the 
liability attaches to the corporate 
entity. The owners avoid the undis- 
charged tax liability by forming a 
new corporation. The above num. 
bered bill partially corrects | this 
inequity. It provides that taxes more 
than three years old, to the extent 
not paid in the bankruptcy proceed. 
ings or secured by a lien, are dis- 
charged by the discharge of the 
bankrupt. 

We sincerely hope that your Com- 
mittee and the Senate as a whole may 
act favorably on this bill at the 
present session of Congress. 


National Association of 
Credit Management 

Henry H. Heimann, 

Executive Vice President 


Archie H. Cohen, Editor of 
Referees’ Journal, Is Dead 

Archie H. Cohen, who in 1949 
became editor of the Journal of the 
National Association of Referees in 
Bankruptcy, died in Evanston, IIL. 
after a brief illness. 


Mr. Cohen was admitted to the 
Illinois Bar in 1915, served as master 
in chancery, circuit of Cook county, 
became a referee in bankruptcy for 
the northern district of Illinois, was 
a member of the board of review 
of General Services Administration. 
Washington, a chairman of the com- 
mittee on bankruptcies and reorgan- 
izations of the Chicago Bar Associa- 
tion. 
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Moran Lectures to Seniors 
At Sales Executives’ School 


REDIT as a sales tool is inade- 
quately understood and all too 
infrequently used to develop in- 
creased sales, 
said Edwin B. 
Moran, vice pres- 
ident, National 
Association of 
Credit Manage- 
ment, addressing 
the senior class 
at the National 
. Sales Executives’ 
E. B. MORAN Graduate School 
of Sales Management and Marketing 
at Rutgers University, New Bruns- 
wick, N. J. 

Emphasizing that the credit de- 
partment should be and can be a 
prime factor in increased production 
and distribution, Mr. Moran, past 
president of the Chicago Sales Exec- 
utives Club, declared, “Modern cred: 
it management is fully as salesmind- 
ed as the sales department person- 
nel and as alert to development of 
maximum sound sales volume and 
profits as any executive of the com- 
pany.” 

“Too tight credit policies can be 
as detrimental to your sales volume 
as those which are too loose”, the 
author of “The Credit Side of Sell- 
ing” told the sales managers. Cau- 
tioning that last year’s credit policy 
may already be obsolete, he pointed 
out as “highly possible” that “it may 
be necessary to re-appraise, re-eval- 
uate, re-juvenate and revitalize your 
credit policies, if you are to continue 
financially stable and strong.” 


Original Market Researcher 


Calling the credit manager the 
original market researcher, the guest 
lecturer urged maximum coordina- 
tion between sales and credit execu- 
tives and personnel. 

Proper understanding and appreci- 
ation of his company’s credit and 
collection practices is vital to the 
salesman not only in direct relation 
to sales volume but also in advance- 
ment of good customer relations. 
Furthermore, in these days of keener 
competition the credit manager’s 
counseling and developing of the 
marginal account can be a valuable 
asset to the salesman, the “students” 
were advised. 

The only difference between the 
goals of sales management and cred- 


it management is that “the sales man- 
ager strives for increased turnover 
of inventory whereas the credit man- 
ager strives for increased turnover of 
working capital”, Mr. Moran said. 


How Field Salesman Can Help 

“More pre-analysis, less post-mor- 
tem, is needed in credit department 
management to maintain and im- 
prove sales volume and earnings. To 
that end field salesmen must co- 
operate by providing the credit man- 
ager with information and observa- 
tions that may indicate trends of 
customer attitude, actions and pros- 
pects.” 

Underscoring that credit managers 
are spending more and more time in 
the field to acquaint themselves per- 
sonally with the affairs and prob- 
lems of their customers, Mr. Moran 
declared that “the swivel chair has 
ruined more men than wine, women 
and gambling”. 

Mr. Moran was also a guest speaker 
at the 15th Annual Conference of 
Sales Managers, at Ohio State Uni- 
versity in September. Fifteen Sales 
Executives’ Clubs cooperated. 


Midwest Credit Women Will 
Hear Four Wellknown Speakers 


Four speakers of note will an- 
alyze topics international and 
domestic at the Annual Midwest 
Credit Women’s Conference in 
Minneapolis October 24, 25 and 
26. 

Dr. Walter H. Judd, Congress- 
man from Minnesota and former 
medical missionary to China, is 
an authority on the Orient. Dr. 
Judd addressed the 60th Annual 
Credit Congress in Cincinnati. 

Dr. Arthur Upgren, formerly 
on the faculty of NACM’s Gradu- 
ate School of Credit and Finan- 
cial Management (Dartmouth), 
is Frederick R. Bigelow profes- 
sor of economics at Macalester 
College, St. Paul. 

Ernestine Gilbreth Carey, co- 
author of “Cheaper by the Doz- 
en’’, which was made into a 
motion picture comedy feature, 
and Dr. Joyce Brothers, psychol- 
ogist, winner of the “$64,000 
Question” TV _ headliner, will 
round out the varied program, 
which also includes a “Centen- 
nial Frolic” on the opening night 
and the annual banquet Satur- 


day. 


‘to add new cor- 


Zebras Get Set for Big Year 


Under Sansoni’s Leadership 


NDER the leadership of Grand 

Exalted Superzeb J. D. SANSONI, 
credit manager, Avondale Marine 
Ways, New Or- 
leans, the Royal 
Order of Zebras 
began fall activ- 
ities with a pro- 
gram shaping up 


rals. 

Joun G. De- 
Pass, National— 
US. Radiator 
Corporation, Johnstown, Pa., is Vice 
Grand Exalted Superzeb. J.B. 
CuHar_es, New Orleans Credit Men’s 
Association, was named Grand-Zebra- 
tory Zebrayer, and E. F. GuEBLE, 
general credit manager, The Garrett 
Corporation, Los Angeles, is Grand 
Councillor. Mr. Gueble is president 
of the Credit Managers Association 
of Southern California, Inc. 

Following are the Rangers for 


1958-59: 


Eastern—Gorpon H. Srrane, U.S. 
Fidelity & Guaranty Co., Boston; 





J.D. SANSONI 


Atlantic—DANIEL SHEVCHIK, Over- 
ly Manufacturing Co., Greensburg, 


Pa. 


North Central—JosEpH V. VAL- 
LERO, National Auto Supply Co., 
East St. Louis, IIl. 


South Central—Nep M. FReENcH, 
McDonald Bros., Inc., Memphis. 


Western—O. M. Tuomsen, Mc- 
Kesson & Robbins, Inc., San Leandro. 
Calif. 


Pacific—Paut Lin Loo, Pacific 
Meat Co., Honolulu. 


18 States Require Employers 
To Withhold for Income Taxes 


EIGHTEEN of the states taxing in- 
dividual income now require that 
employers withhold income tax from 
employees’ paychecks. Of the 31 
states imposing personal income 
taxes on wages and salaries, 11] de- 
cree the general tax withholding by 
employers on wages paid both resi- 
dent and nonresident workers, as 
does also the District of Columbia, 
says Commerce Clearing House. 
Withholding applies to only nonresi- 
dents in five more states, and two 
others provide for it under special 
circumstances. 
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ON THE 


Personal Side 


GrorGE T. Cowan has been named 
vice president, Johnson & Higgins, 
New York. He began with the inter- 
national insurance brokers and pen- 
sion plan consultants in 1942 as 
account executive specializing in in- 
surance for banks. Prior to that he 
was for 14 years with Chase Nation- 
al Bank. He is a director of the New 
York Credit & Financial Management 
Association and chairman of its in- 
surance advisory council; member 
of the insurance advisory council of 
the National Association of Credit 
Management and insurance consult- 
ant to Savings Banks Insurance 
Forum of the State of New York. 


A. F. GopparRD, now vice president 
and controller, J. E. Lutz & Com- 
pany, Knoxville, Tenn., began in 
1928 as office boy. Now a director 
of the general insurance company, 
Mr. Goddard served as cashier, as- 
sistant secretary, treasurer and sec- 
retary. He is past president of the 
Knoxville Wholesale Credit Associa- 
tion (1948-49), and an active mem- 
ber of the insurance advisory coun- 
cil, National Association of Credit 
Management. 


JoseEpH A. NEUMANN, president of 
Flynn-Neumann Agency, Jamaica, 
N.Y., has been named chairman of 
the 1959 advertising campaign of the 
National Association of Insurance 
Agents, Inc. The association is com- 
posed of over 33,000 independent fire 
and casualty insurance agents. Mr. 
Neumann is a past president of the 
National Association of Insurance 
Agents and of the New York State 
Association of Insurance Agents, a 
director of the Insurance Society of 
New York and executive committee 
member of the Insurance Federation 


of the State of New York. 


Joun C. Wresner has been ad- 
vanced to assistant treasurer of Cal- 
ifornia Packing Corporation, San 
Francisco, and continues to have 
general credit management respon- 
sibility. He is immediate past presi- 
dent of the Credit Managers Associ- 


ation of Northern and _ Central 
California, and holds the 1955 Alum- 
ni Credit Award of NACM’s Gradu- 
ate School of Credit and Financial 
Management, Stanford. 

Mr. Wiesner began in the credit 
department of the company 32 years 
ago and became credit manager in 
1948. 

R. H. Ward, named assistant sec- 
retary, continues as systems and spe- 
cial accounting division manager. 


A step in the merger of the Stain- 
less Steel and Strip Steel Divisions of 
Jones & Laughlin Steel Corporation, 
Pittsburgh, is reflected in several ap- 
pointments of accounting and treas- 
ury personnel. 

James J. PAuLos has been named 
controller of the new combined divi- 
sion; ALBERT E. FREED, JR., assistant 
treasurer; and RaLtpH R. GARDINER 
administrative assistant to the presi- 
dent—J&L Stainless and Strip Divi- 
sion. 

Mr. Paulos, University of Michigan 
graduate, had joined Rotary Electric 
Steel Company (which became J&L 
Stainless Steel Division) as supervi- 
sor of systems and procedures, and 
was promoted to division controller 
last year. 

Mr. Freed, past president of the 
Youngstown Association of Credit 
Men, took accounting courses at 
Youngstown College and became as- 
sociated with Cold Metal Products 
(J&L Strip Steel Division) as an 
auditor, advanced to assistant treas- 
urer and division controller last 
year. 

Mr. Gardiner, member of the De- 
troit Association of Credit Men, com- 
pleted an accounting course in Can- 
ada before joining Rotary Electric, 
was successively assistant controller, 
controller, secretary and treasurer of 
Rotary, and last year was named as- 
sistant treasurer of J&L’s Stainless 
Steel Division. 

S. B. BRANDYBERRY has been pro- 
moted to supervisor of accounting— 
strip plants. 

Mr. Brandyberry last year was 
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G. T. COWAN A. F. GODDARD 


J.C. WIESNER MISS KILPATRICK 

named division accountant and cred- 
it manager, J&L Strip Steel Division. 
He joined the division’s predecessor, 
Cold Metal Products, in 1953 as as- 


sistant auditor and credit manager. 


Miss MARCELLE KILPATRICK has 
been named assistant cashier, Bank 
of America Arguello-Geary branch, 
San Francisco. President of the 
Credit Women’s Group of the Credit 
Managers’ Association of Northern 
and Central California, and member 
of the association’s education com- 
mittee, Miss Kilpatrick is a Timeplan 
lending officer in the bank in which 
she began as a teller. Last January 
she entered the bank’s executive de- 
velopment program. 


STANLEY E. WHITTIER has _ been 
named credit manager, Van Camp 
Sea Food Company, Inc. and Chick- 
en of the Sea Inc. worldwide opera- 
tions, Terminal Island, Calif. He 
formerly was assistant credit man- 
ager, Electric Equipment Company, 
Los Angeles. 


In promotions at The General Tire 
& Rubber Company, Akron, CHESTER 
A. HILL, assistant treasurer since 
1953. has stepped up to treasurer, 
and E. W. Lutz, general credit man- 
ager, has become assistant treasurer. 
Mr. Lutz began with General Tire in 
1931 as credit manager at Minne- 
apolis, advancing to eastern and 
New. England division credit man- 
ager at New York, to general credit 
manager of the company in 1950. 





Youll sure be sweet on these sours! 


OLD TAYLOR 1 Are you one of the many who say a whiskey sour is the finest 


gar STRANGHT — oe bourbon drink known to man? 


Could be, especially if you make them with Old Taylor—our 
100 proor, bonded bourbon, for instance. Super-smooth, deeply 
satisfying, this is the most flavorsome of all bourbons. 


Prefer the same quality, in a milder, lower-priced bourbon? This 
means Old Taylor 86. As gentle as it is tasty, Old Taylor 


Oar 5 ee ¥ = ° ¢ . 
me, mn ae rt * is as light as good bourbon can be 
Ky, Louis : 

SE stn soma pe 


a ee : Try them both. Never did such superb bourbons grace your 
_ glass—and add such pleasure to your moments of relaxation! 


Straight from oe TT . : 2 © LD TAY LO ine 
Me KE ae omarican whiskey “The Noblest Bourbon of Them All’ ii 


KE (TUCKY STRAIGHT BOURBON WHISKIES - 100 PROOF, BOTTLED IN BOND - 86 PROOF - THE OLD TAYLOR DISTILLERY CO., FRANKFORT & LOUISVILLE, KY. - DISTRIBUTED BY NATIONAL BISTILLERS PRODUCTS CO. 
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— 


EDITION 


CREDIT MANUAL 


of 


PARTIAL LIST OF CONTENTS 


New and old Federal and State Legislation . 
. Law of Contracts and Legal Re- 


. . Uniform Laws... 
Uniform Commercial Code. . 
. . Partnerships . . . Trusts 
. . Sales and Use Tax . . . Chattel Mort- 
gages .. . Bad Check Laws... 
Mechanic's Liens . . . Commercial Claims . 
. . Statute of Frauds . 
. . False Statements . . 


quirements . . . Laws of Corporations . 
. Uniform Sales . 
. Conditional Sales Contracts . . 
. Assumed or Ficti- 
tious Name Laws . . . Terms of Payment... 
. Assignment of Ac- 
. . Community Property Laws . . . Assignment 


. . Guarantees . . 


Secured Transactions . 
counts Receivable . 
of Wages . . . Consignment Sales . . Warran- 
ties . . . Transfer of Title . . . Unpaid Seller's Lien . . . Resale, 
. Breach of Contract ... 
. Chandler Act . 


. . Legal Phases of Collections 


Rescission, Retention . Return of 


Goods . . 


Trustees . 


. Trust Receipts . . . Receivers and 
. . Factor's Lien Laws . 
. Claims against Decedent's Estate . . . Ne- 
gotiable Instruments . . . Bulk Sales... 

. . Export Sales and Credit . . 


signments for Benefit of Creditors . . 


. . . Postal Laws. . 
Fraudulent Conveyances 
. Equity Receiverships . . . As- 
. State Bond Laws .. . 
Specimen Credit Instruments . . . Glossaries of Legal, Investment, 


Balance Sheet and Insurance Terms, plus innumerable charts, forms. 


SPECIAL PRE-PUBLICATION OFFER 
Special pre-publication price to N.A.C.M. mem- 


bers is $9.60 (a savings of $2.40). 
FREE—valuable booklet—NO CHARGE 


“APPRAISING AND ACCEPTING 
THE FIRST ORDER” 


to you if you send your check with this pre- | 
publication order. 


COMMERCIAL LAWS 


INVALUABLE AID TO ALL CREDIT MANAGERS 

Frequently referred to as the CREDIT MANAGER'S 
B/BLE—a practical, up-to-date guide to Credit and Sales 
Management every day problems and legal aspects of 
the credit function, presenting the gist of laws and 


regulations, Federal and State, which affect Sales and 
Credit. 


ACCURATE AND CONDENSED REFERENCE BOOK 


to effectively meet your needs in the uncertain and com- 
petitive months ahead, providing answers to your legal 
problems in clear, concise layman's language, answering 
your legal questions from receipt of order to collection 
of the account. 


CAN SAVE YOU THOUSANDS OF DOLLARS 


in handling the vital sales and credit problems that arise 
regularly and daily in your credit sales and collections. 


ORDER FORM 


NATIONAL ASSOCIATION OF CREDIT MANAGEMENT 
229 FOURTH AVENUE 
NEW YORK 3, N.Y. 


Please enter this reservation order for | copy 

1959 CREDIT MANUAL OF COMMERCIAL LAWS 
at the Special Pre-publication price of only 

$9.60 per copy. (Regular price $12.00). 


NAME. 
COMPANY 
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